America’s Nar Old Weekly, 


TEXAS 


INANCIAL 
RLD 


In This Issue: 


Leading 


Power, Politics 
and the Public 


RFC—tThe Nation’s Banker? 


Meeting the Railroads’ 
Bond Maturity Problem 


Comparing the Meat Packers 


INDEPENDENT CONSERVATIVE 


ESTABLISHED 1902 


NHEB> 

\O 

is 


AROUND THE COUNTRY EVERY 
FRIDAY... BY TELEPHONE 


ONcE a week by telephone, the sales executives of 
Kelvinator Corporation make a complete swing around 
the country, stopping in many cities to discuss current 
activities with their district managers. 

This regular use of Long Distance not only keeps 
them in close, up-to-the-minute touch with develop- 
ments in every territory ... but it provides a valuable 
sales stimulus, by letting headquarters officials help 


the field men with their local problems. 


Every-day use brings profitable results 


In addition to these weekly talks, Kelvinator Corpo- 
ration makes extensive every-day use of Long Distance 
in furthering its many promotional efforts. R. I. Petrie, 
Sales Manager, cites a recent experience as typical of 
what can be accomplished by this swift, sales-building 
service. 

“A small price rise had been announced for the 
end of the month,” he says, “and buying had been 


exceptionally heavy in anticipation of it. The day 


before the rise was to take effect, we telephoned forty- 
four of the company’s largest distributors and dealers. 
In a few hours by Long Distance orders were received 
for 9000 additional units — one-fifth of the entire 
month’s orders. The result was an all-time sales record 
for the month . . . 45,500 units.” 

Companies of every size are constantly telling us 
how they are getting new business, making advanta- 
geous purchases, cutting costs in unexpected ways 
. .. through their organized use of Long Distance. 
Wouldn't it be worth while to see what your company 
might accomplish? We will be glad to help. Just call 
the local Bell Telephone Business Office, and a tele- 
phone representative will visit you at your conve- 


nience. No obligation. 


TYPICAL STATION-TO-STATION RATES 


From To Daytime 7P.M. 8:30P.M- 
Detroit Cleveland $ 60 $ .50 $ .35 
New York Washington 1.05 -90 -60 
Omaha Denver 2.05 1.95 1.15 
Atlanta Los Angeles 7.00 5.50 4.00 
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The RFC—Banker or Almoner? - - - - - = = = 


v As probably the most important government agency 
working for general improvement, the Reconstruction 
Finance Corporation and its functions should be understood. 
This new study reveals the part the RFC has played in the 
recovery program thus far and analyzes the probable results 
of its future operations. 


1934’s Rail Bond Maturity Problems - - - - - - 


WV While the railroads’ business for the New Year appears 
to be “looking up,” there are some $400 millions of bond 
maturities which must be refinanced during the year. 
Which roads are most affected, and can most of these 
problems be solved without serious difficulty? 
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of the so-called “power trust” which the politicians have 
been using as their catch-word in attacking the utilities. 
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w New York’s annual automobile show affords the first clue 
of the year to the possibilities of the leading motor com- 
panies. Which cars will provide the leadership for 1934? 
And which of the motor stocks are most attractive? 
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Ww The sixth of the series by H. M. Gartley covering the 
interpretation of stock price movements through the use 
of charts. 


Comparing the Meat Packers - - - - - - - - 59 


Ww The failure of the price of pork to advance following the 
slaughter of five million little pigs suggests that these pork- 
ers have died in vain. But the price structure of the in- 
dustry is not the only problem confronting the meat packers. 
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S THE time approaching when a 

change in attitude toward commit- 
ments in the public utility industry is 
warranted? This industry is in an ad- 
mirable earnings position, the market 
prices of its securities are extremely low, 
and the group was subject to selling 
pressure during most of 1933. Political 
policy and investor psychology are the 
two factors which must be changed be- 
fore the group can be expected to make 
any material progress marketwise. How 
close are we to such changes? What, if 
any, issues appear attractive at the 
present time? A discussion with recom- 
mendations will appear soon. 


HAT now about the St. Louis- 

San Francisco situation? With 
the abandonment of the proposed re- 
capitalization plan, holders of the secur- 
ities of this road are left in a quandary. 
A new plan will be advanced, but will its 
terms be more favorable to the junior 
issues, or is it likely that present equity 
will be squeezed out? Should the road’s 
securities be held or sold or does the 
situation offer opportunities for the 
speculator? A detailed discussion will 
appear in an early issue. 


NDICATED increases in automobile 

sales during the coming year place two 
important companies in a favorable posi- 
tion to show further earnings progress 
for 1934. These companies are influ- 
enced to an important extent by sales 
trends in the automobile industry, but 
also derive earnings from other fields, 
and developments in recent months 
have been of such nature as to suggest 
that these otlier sources likewise will be 
increasingly lucrative. One issue is on a 
dividend basis, while the other is ap- 
proaching the time when resumption of 
payments may be considered. An analy- 
sis is being prepared. 
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America’s Oldest Financial Service 


Announces the publication of 


THE GIBSON ANNUAL FORECAST FOR 1934 


28th YEAR—MORE THAN 100 PAGES—READY JANUARY 19th—PRICE $1.00 


Featuring 10 OUTSTANDING STOCKS FOR 1934 
and 5 LOW PRICED SPECULATIONS 


PARTIAL LIST OF CONTENTS 


Chapter 1—Introductory Comments—A full discussion of all 
the ingredients which have been present in past depressions prior 
to a great recovery movement. An analysis of current conditions 
to determine if the fundamentals are now present and operative 
which will make for a lasting recovery. A discussion of the new 
administration, its policies and their effect upon public psychology 
and future business conditions. Which industries it favors and 
which it does not. 


Chapter 2—Gold, Money and Commodity Prices—All three are 
closely related. The rising tide of monetary gold and its influence 
upon the price level. A low interest rate central bank policy and 
its consequences. Will controlled or uncontrolled “inflation” de- 
velop? The one financial development which must precede a 
substantial and sustained rise in the price level and in general 
trade. How this development has been brought about in the past 
and how it promises to be brought about in the present instance. 
A full discussion of the credit situation—the most important single 
factor affecting the future of trade and security prices. 


Chapter 3—The Indexes of Trade—Pointing out the relatively 
few indexes of trade which it is necessary to examine and study. 
The “sensitive” indexes which have forecasting value and the 
current indexes which give a timely indication of existing condi- 
tions. How to interpret freight car loadings, steel output, auto- 
mobile production, new construction contracts, electrical power 
consumption, pig iron output and bank clearings, with tables show- 
ing recent progress in these important fields. 


Chapter 4—Other Influences—European developments. Con- 
gress. The mortgage situation. Comments on foreign bonds and 
suggested exchanges. The problem of the farmer and the eftect 
of legislation to help him. The crop outlook. The inventory 
situation. 


Chapter 5—The Railroad Securities—The fundamentals of the 
railroad situation. The consolidation and economy measures. 
Will this group be among the first to show large net earnings 
gains? The law of increasing returns. Which roads are most 
favored due to geographical location? Relative merits of various 
types of railroad securities. Are low-priced bonds to be preferred 
to stocks? Probable course of railroad security prices in the near 
term and longer range future. Specific recommendations. 


Chapter 6—The Industrial Securities—Selection in the indus- 
trial division with its wide variations will determine relative 
profit outcome to investors. Should “offensive” or “defensive” 
issues now be favored? Should factor of safety or future earn- 
ings gains be given first consideration? Should stocks with poorest 
record during depression be favored over those with the best 


record? A definite program for choice of securities in this com- 


plex division of the list. Specific recommendations. 


Chapter 7—The Public Utility Securities—Will regulatory 
bodies further reduce rates? What of adverse legislation? Does 
the future hold promise of a great expansion in the use of elec- 
trical energy? Position of the holding companies and a discussion 
of the abuses which have crept in. Does Muscle Shoals develop- 
ment threaten industry with competition from the Government? 
Earning stability and outlook for various types of securities, in- 
cluding “leverage” common stocks. Specific recommendations. 


Chapter 8—Mining and Oil Stocks—As commodity producers, 
they are primarily dependent upon the price level for their profits, 
Outlook for the gold mining stocks, the exception to the foregoing. 
Is stabilization in the oil industry working out? What the cop- 
per and non-ferrous metal mining companies need. Outlook for 
silver mines. Outlook for both groups marketwise. Will the oils 
benefit from new legislation? ‘Their outlook. 


Chapter 9—Speculation in Commodities—The ingredients which 
are present and which in times past have led to a great rise in 
commodity prices. The outlock for wheat, corn and cotton. Spec- 
ulating in commodities by buying common stocks of representative 
companies. 


Chapter 10—Conclusion—Is a complete reversal of market and 
business policy which has proved best for more than three years 
now indicated? Should “defensive” securiiies be transferred into 
“offensive” securities? The next important phase of the security 
markets and its great opportunitics for profits from “rotation.” 
The class of securities most likely to lead the recovery. The 
“technical” market position. ‘Ten outstanding stocks. Five low 
priced speculations. Specific recommendations of listed bonds and 
stocks grouped according to the factor of risk to facilitate selection 
suited to the needs of individual investors. 


From Two Old Clients:— 


Thomas Gibson, Inc., 
53 Park Place, New York. 


Gentlemen: 


I have been familiar with your Service since 1907 
and regard it as the best of all—in fact, the one book 
I have mourned the loss of is your forecast for 1908 
(or rather summary of letters of 1907). I have always 
regarded that book as the best authority on security 
markets ever published (including your own). 

Sincerely yours, W. F. H., 
Buffalo, N. Y. 


January 10, 1933. 


Thomas Gibson, Inc., 
53 Park Place, New York. 


Gentlemen: 


January 29, 1933. 


I am one of the old satisfied customers returning 
to you, * * * T followed your advice in July and 
August of 1929 and very glad I did. * * * Trusting 
you are able to pick the next time to advise us to get 
out as well as you did in 1929, I remain, 


H. F. B., 
Battle Creek, Mich. 


GIBSON, 


FIFTY-THREE PARK PLACE 


NEW YORK, N. Y. 


[] CLASS “C” SERVICE (Monthly), 1 Year— 
(includes Annual, Semi-Annual, two Quarterly and eight Monthly Forecasts) $10.00 
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NEW YORK, JANUARY 17, 1934 


The 
Market Situation 


HIGHLIGHTS P 


Federal ownership of rails and utilities not 

contemplated in New Deal — Congress so 

far has furnished little market influence — 

Prospects fos the future warrant stock 
investments 


ACKING any significant stimulation from Con- 
gressional developments during most of the week, 
stocks turned their eyes to the business situation 

and found the spectacle largely to their liking. Indi- 
cations of further business gains to come in the months 
ahead are present in numbers, and expanding trade 
volume accompanied by earnings improvement always 
provides nourishing fare for the security markets. 
Lurking in the background, of course, are the infla- 
tionary tendencies of the Government’s budget for the 
next year or so, a factor. that can hardly be ignored 
in any appraisal of security market prospects 


IGHLY important implications were contained 

in President Roosevelt’s Wednesday statement 
that railroads and utilities should plan for amortiza- 
tion of their funded debt, and that rates should not 
be reduced to a point which would endanger bond re- 
tirement. Any such program would, of course, be car- 
ried out over a period of many years, and in looking 
so far ahead it would seem that the President does 
not contemplate any steps in the near term future look- 
ing toward Federal ownership of those properties. Insti- 
tution of sinking funds where they do not now exist 
would appear to work to the disadvantage of the stock- 
holder for a number of years, but the difference in re- 
turns to stockholders that the plan might make would 
fade into insignificance in comparison with the im- 
provement in financial position that would grow with 

e passing of each year. 


ECOND GRADE utility bonds naturally benefited 

most in market price from the sinking fund pro- 
posal. Of other news developments of market signifi- 
cance, the cigarette price advance brought the tobaccos 
into prominence with gains ranging up to four points. 
Oils largely ignored the reduction in gasoline prices 
Which have developed in some sections. The motors, 
of course, were watched with interest because of the 


Auto Show in progress in New York, but were not 
conspicuous market performers. Nevertheless, if at- 
tendance figures at that exhibit may be taken as an 
indication, motor sales this year should register sub- 
stantial gains over those of 1933 with the General 
Motors and Chrysler lines apparently the public’s 
favorites. 


OW, as never before, the investor must closely . 

study trends and developments in Washington 
for clues as to proper investment plans. Numerous 
steps—taken and contemplated—have important bear- 
ing on probable earnings results of individual groups 
of industry. Consumers are apparently to be “safe- 
guarded” under the new deal, with the grocery code 
for instance preventing marking up selling prices faster 
than the stores’ buying and other costs rise. The 
utilities, of course, have already come in for a great 
deal of attention of a nature which tends to curb prof- 
its. Other industries have been told that their sales 
costs are too high and, with the Government giving 
little apparent thought to the necessity of continued 
sales promotion, are being urged to cut promotion and 
advertising expenses and pass the savings along to 
the consumers. Thus it would seem that in coming 
months some of the best situated stock groups will 
probably be found among the heavy industries: ma- 
chinery, steels, chemicals, motors and the like. 


are that Government expenditures 
have been materially stepped up in recent weeks and 
the $1 billion a month rate of spending doubtless will 
soon be in full swing. Such a rate of influx of funds 
into the industrial structure can only result in business 
acceleration even beyond the rate at which normal re- 
covery would carry trade. Thus on this basis, owner- 
ship of good stocks is fully warranted. If one believes 
that later on it will be found necessary to resort to 
monetary inflation (an expedient that does not now 
appear in prospect), stock ownership then appears 
more essential than ever. 
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The Week of January 3 to 10: The trend of the Stock Average 
turned upward toward the close of the week with a moderate 
= in both the Number of Issues Traded and the Volume of 

ales. Brokers’ Loans continued to expand to the highest levels 
since September, 1933. 
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The Trend 
Things 


Digest and inter pretation of busi- 
ness and financial develo pments 


One reason for the record length of time 
during which the RFC gold price has re- 


Government's mained unchanged is doubtless the fact 
Monetary that some semblance of monetary stability 
Plans is essential to the Government’s success in 


raising the billions of dollars called for by 
the budget over the coming six months. During most of 
the past week the Government bond section of the market 
gave a much less satisfactory performance than did other 
types of bonds or stocks, a performance which was hardly 
surprising in view of the burden which Government bond 
buyers are to be called upon to support. Adroitly managed, 
it would appear that the Government should be able to sell 
the necessary amount of securities during the year. The 
banks, while already carrying much greater amounts of 
Government bonds than normally, are doing little in the 
way of commercial loans and over the past year have shown 
little disposition to change the amounts of “other” securities 
in their portfolios. The Government has what approaches a 
monopoly upon the new funds market; only dribbles of 
new offerings have been coming out, whereas total new cor- 
porate security offerings in 1927 and 1928 averaged well 
over $600 millions a month. 

Loud demands for inflation and printing press currency 
are bound to be heard in Congress before the end of the 
present session, but it is apparent that such things have no 
present place in the Administration’s program. Credit in- 
flation, however, is clearly in prospect, with the result of 
an upward price trend and a quickening of the business pulse. 


While Oil Administrator Ickes continued 


Gasoline to ponder over the advisability of approv- 

Pri ing two stabilization agreements drawn up 

e by units representing 85 per cent of the 
ut 


industry, a gasoline price war has broken 
out on a portion of the Eastern Seaboard, 
a slash of 1.2 cent per gallon having already been made. 
However, this development appears to furnish no basis for 
alarm on the part of holders of good oil shares, in at least 
one way taking on the aspect of a belated seasonal reduction. 
Present indications are that the cuts will go little if any 
further throughout the price structure inasmuch as the ap- 
pearance of danger in this respect would doubtless bring on 
drastic action by the Petroleum Administrative Board. 

The agreements now being considered by the Oil Admin- 
istrator provide for purchasing surplus distress gasoline stocks 
and the marketing thereof only when conditions are propi- 
tious; in addition, a profit margin maintenance agreement for 
fuel oil has been submitted. The price cutting in and around 
the New York area will doubtless hasten either the approval 
of the agreements, or suggestions of changes therein. 

Third quarter reports of most oil companies disclosed sub- 
stantial earnings improvement as the result of the better 
price conditions that prevailed, and further progress is ex- 
pected for fourth quarter figures. Assuming no material 
change from the Oil Administrator’s present intentions, this 
upward trend should characterize 1934 and thus the better 
oil shares continue to occupy an attractive position. 


The long expected increase in cigarette 


Claerette prices materialized last week, the raise be- 
ee ing to $6.10 per thousand instead of the 
B $6 that had generally been anticipated. 

00s 


After consideration of discounts, the 60- 
cent apparent increase becomes one of 53 
cents a thousand, but that is sufficient to add more than $50 
millions to the revenues of the four large cigarette companies. 

During practically all of 1933 the “big four” sold their lead- 


52 


ing brands at $5.50 per thousand, a record low price and 
caused by their efforts to eliminate the menace of the then 
growing ten-centers. Just what the difference between that 
price and the $6.85 price in effect all of 1982 meant in the 
way of earnings is shown in Reynolds’ statement, with oper- 
ating profit of $40 millions for 1932 cut to $17.9 millions, 
or $3.36 a share as against $1.61 before profits on own stock 


. but ignoring the fact that $4 millions of last year’s adver. 


tising costs came out of 1932 earnings. 

Of course, such things as production and sales figures for 
the individual companies are jealously guarded secrets, but 
information from various sources from time to time suggest 
that the following estimates of annual sales are not too far 
from the facts to destroy their values: American Tobacco’s 
Lucky Strikes, 32 billions; Reynolds’ Camels, 26 billions; 
Liggett & Myers’ Chesterfields, 22 billions; Lorillard’s Old 
Golds, 7 billions. On the basis of those figures, American's 
earnings should now be increased by about $3.60 a share, 
Reynolds’ by $1.40, Liggett’s by $3.50 and Lorillard’s by $2.10, 
No such gains are likely to be witnessed, however, because 
processing taxes have added to costs, as have the NRA code 
and the tobacco purchasing agreements. Nevertheless, on the 
basis of present indications 1934 should be a much more 
profitable year than was 1933. 


Although railway traffic in the first week 


The of the new year rose somewhat less than 
Busi seasonal, other trade indexes performed in 
a very satisfactory manner. A _ snap-back 

icture 


by electric power output brought the latest 
week to a level 9.7 per cent ahead of a 
year ago, the best comparison seen in a number of months 
and a rise from only 3.8 per cent as short a time ago as the 
first week of November. During the week the Steel Corpo- 
ration published its December figures on shipments, which 
were nearly three times those of the same month of 1932 
and about 50 per cent ahead of the November rate. Ever 
since the third week in December commodities have been 
improving in price, with recent attention directed particularly 
to cotton. Absence of Washington developments designed 
to spur the upward price trend leads to the conclusion that 
gains in recent weeks have resulted from improved funda- 
mentals rather than to things of more artificial nature. 
Electrical equipment companies, for all the threats of im- 
pending competition by Government financed goods to be 
sold sans selling and advertising costs, have recently been 
doing much better with General Electric’s fourth quarter 
orders up 39 per cent over those of a year ago. 

Following the turn of the year favorable dividend action 
has increased in volume, with current declarations escaping 
the five per cent dividend tax that ceased with December $1. 
Corporate reports for 1933 will be coming to hand in numbers 
in a week or so and will give further eloquent testimony to 
the amount of progress that was made during the year. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928 = 100 
Jan. Feb. Mar. Apr. May June July Aug, Sept. Oct. Nov. Dec. 


100 100 
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>/ 30 


THE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and .merchan- 
dise miscellaneous and less-than-carload freight traffic. Adjust- 
ments have been made for normal seasonal variation, and the 
average for the four years in 1925-1928 is used as the base. 
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RFEC—Banker or Almoner? 


. 7 The recovery efforts of both the Hoover and the Roosevelt Ad- 
ministrations have centered to a large extent around the RFC, the 
loaning powers of which are shortly to be extended by new legislation 


NE of the first important acts of the present Con- 

gress is almost certain to take the form of legislation 

extending the loaning powers of the RFC, which are 
due to expire January 22 under the terms of the original 
statute. The Reconstruction Act approved January 22, 
1982, by ex-President Hoover gave the RFC a life of ten 
years, but placed a limit of two years upon the time during 
which it might approve new loans, Although some of the 
former major functions of the Reconstruction Finance 
Corporation have been transferred to other government 
agencies, it still plays a very important part in the admin- 
istration’s recovery program, and President Roosevelt indi- 
cated, in his recent budget message, that its loaning powers 
should be extended at least to the end of the current fiscal 
year, i.e., June 30, 1934, 

The RFC was originally patterned after the War 
Finance Corporation, of which Eugene Meyer, its first 
chairman, was chief executive. The most pressing reason 
for its formation was the widespread need of support for 
the nation’s banking structure. The National Credit Cor- 
poration, formed in October, 1931, by a group of big city 
banks to provide financial support for banks in all sections 
of the country on the basis of col- 
lateral not eligible for Federal Re- 


advanced to banks and trust companies by the RFC had 
been repaid. 

In fact, one of the most notable features of the history 
of the RFC up to the present time is the trend away from 
its original status as a sort of “super-bank,” with a reason- 
able degree of liquidity, whose advances represented largely 
temporary financing, in the direction of a combination 
charity and long term investment institution. The first 
major change was effected by the Emergency Relief and 
Construction Act of 1932, approved July 21 of that year. 
This Act provided, among other things, for advances by 
the RFC to states and territories up to a total of $300 
millions for unemployment relief purposes; for loans to 
states, municipalities, public corporations and, under cer- 
tain conditions, to private corporations for “self-liquidating” 
projects, such as bridges, tunnels, docks, waterworks, 
canals and low-cost housing; and for advances to aid in 
the formation of regional agricultural credit corporations. 
The long term nature of these advances is readily apparent. 
Some will doubtless “pay out” reasonably well, others will 
result in capital losses for the RFC. The advances for 
unemployment relief will probably prove to have been a 

pure “dole.” They are theoretically 
repayable by the states by deduc- 


serve loans, found its task too great. 
The banking situation was growing 
worse instead of improving. Mr. 
Hoover’s recommendation to Con- 
gress for the establishment of an 
emergency corporation to extend 
credit to banks and other financial 
institutions, and also to aid the rail- 
roads, was quickly adopted. 


Origins of RFC 


The RFC began to function on 
February 2, 1932. The speed 
with which it swung into action 
was little short of a miracle of 
organization. By April 19, 1932, 
$243 millions had been lent to 1,520 
banks. By June 1, 1932, the RFC 
had exhausted its original capital of 
$500 millions (subscribed by the 
U. S. Treasury) and issued its first 
debentures, $250 millions of which 
were purchased by the Treasury. 
Before long, total capital had risen 
to one billion dollars. As of June 
30, 1932, over $1 billion in loans 
had been authorized, of which $642 
millions was for banks, $52.4 mil- 
lions for building and loan associa- 


JESSE JONES 
Boss of the RFC 


tions from regular Federal highway 
apportionments, but it seems rather 
doubtful that any large percentage 
of the advances will be repaid to the 
RFC in this or any other manner. 


-Public Works Loans 


The RFC was much slower in 
getting started on the loans for self- 
liquidating projects than it had been 
in advancing loans to banks in the 
first few months of its existence, 
which is not surprising in view of 
the many engineering and legal 
technicalities involved. The first 
authorization, that of $40 millions 
for part of the cost of the huge 
Southern California water supply 
project, did not come until Septem- 
ber 18, 1932. Other large authori- 
zations of like character in 1932 
were those of $13 millions for the 
New Orleans railway belt line and 
highway bridge, $5.7 millions for 
the Middle Rio Grande Flood Con- 
trol District, and $62 millions for 
the San Francisco Bay bridge. Less 
progress was made in respect to 
low cost housing and slum clearance 


tions, $63.5 millions for insurance 
companies and $213.8 millions for 
railroads. The railroad loans were largely for the purpose 
of making partial cash payments upon maturing bonds and 
bank loans. 

In addition to the functions indicated above, the RFC 
was originally empowered to make loans to aid in the 
liquidation or reorganization of closed banks, to help the 
exportation of agricultural products by accepting bills of 
exchange arising from such exports, and to lend to land 
banks, agricultural credit corporations, live stock credit 
Corporations and other organizations of like nature. All 
loans were to be “fully and adequately secured,” a stipu- 
lation which still stands. While some of the loans made 
under the original powers were necessarily “slow,” they 
were, on the whole, much more liquid than many of the 
other types of loans which were authorized by later legis- 
lation. This is shown by the large number of repayments 
which have subsequently been made, especially on loans to 
banks and trust companies. Up to the end of December, 


1983, over 49 per cent of the $1.4 billion which had been 
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‘ loans than in any other department, 

largely because of the difficulty of 

establishing that such loans would in fact be self-liquidat- 

ing and also the strenuous opposition of real estate owners, 

who feared the effects of competition of modern structures 

upon their holdings. “Work loans” to railroads have been 
fairly sizeable in the aggregate. 

However, the RFC activities in extending railroad work 
loans and other types of employment-creating loans for 
presumably self-liquidating . projects were brought to a 
halt by the decision of the Roosevelt Administration to 
create a separate organization, the Public Works Admin- 
istration, to take over these functions. Under Title II of 
the National Industrial Recovery Act, $3.3 billions was 
appropriated for public works loans and other advances in 
the same general category. - Although the transfer of 
public works loans to the PWA terminated one large phase 
of the RFC’s activities and reduced its borrowing power 
by $400 millions, several other -important pieces of legis- 
lation passed by the special session of the seventy-third 
Congress last spring greatly increased its scope. As a 
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general rule, the new laws provided 
that the administration of the loans 
other than financial institution and 
railroad advances be-taken away from 
the officials of the RFC and placed in 
the hands of special administrators 
but, except for public works, the RFC 
has continued to furnish the capital. 
Thus, the Emergency Farm Mortgage 
Act gives the administration of the 
loans to the Farm Loan Commissioner 
but provides that the RFC make 
available to the Commissioner $200 
millions for direct loans to farmers 
and $100 millions for aiding in the 
liquidation of joint stock land banks, 
and that it advance an amount not 
exceeding $50 millions to drainage, 
irrigation, levee and similar districts 
for refinancing outstanding obligations. 
The Wagner-Lewis Emergency Relief 
Law authorizes the RFC to make 
available up to $500 millions for relief 
purposes, but sets up a Federal Emer- 


gency Relief Administration to control . 


the advances, which are made by~that 
Administration to states and terri- 
tories. The Home Owners Loan Act 
provided that the RFC should sub- 
scribe $200 millions to the capital stock 
of the Home Owners Loan Corporation, 
but the administration of that Corpo- 
ration is in other hands. The Agri- 
cultural Adjustment Act empowered 
the RFC to increase its borrowings 
sufficiently to provide for purchases 
of cotton authorized by that Act. 

On the other hand, extension of the 
RFC’s loans and investments in the 
two fields in which its early activities 
were largely concentrated, banking and 
railroading, has carried an increase 
rather than a decrease in its admin- 
istrative authority. The Bank Con- 
servation Act of 1933 provided for the 
investment by the RFC in preferred 
stock or capital notes of banks. In 
the case of national banks, only pre- 
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ferred stock will be purchased, and 
this stock carries voting power. In 
spite of the many protests of Jesse 
Jones and other RFC officials that they 
do not intend to interfere unduly in 
the management of the banks in which 
they invest, it is evident that the 
corporation will have a lot to say 
about bank management in this coun. 
try, at least over the next year or 
two. Commitments for purchase of 
stock or capital notes total over $876 
millions. Reductiuns in salaries of rgil- 
road officers have been obtained ag a 
sine qua non of reduction in interest 
rates on railroad loans. Where bor- 
rowing roads have gone into receiver. 
ship or trusteeship, the RFC has ex. 
ercised great influence in the formula- 
tion of reorganization plans. 

One of the RFC’s most unusual 
functions, the purchase of gold here 
and abroad (a total of $78.7 millions 

(Please turn to page 71) 


1934’s Rail Bond Maturity Problems 


* Although the status of the market for railroad bonds will apparently not permit 

the refinancing of the large 1934 rail bond maturities in the conventional manner, 

the probabilities are that most of the problems created by the maturities in railroad issues 
in the current year will be solved without serious difficulty. 


roading is “looking up” as 1934 
begins, and railroad credit on 
the whole is probably at the highest 
level of more than two years, the usual 
facilities for refinancing bond maturi- 
ties are still lacking. Since rail bond 
maturities, including equipments, total 
almost $400 millions for 1934, it might 
appear that certain roads will be faced 
with serious financial problems this 
year. A study of the individual situa- 
tions leads to the conclusion that this 
will probably not be the case. 
Referring to the appended tabula- 
tion of important 1934 railroad bond 
maturities, we find that a very large 
part of the total of bonds falling due 
this year represents companies which 


A roading ii the business of rail- 


are already being operated by ap- 
pointees of the courts. Some, like the 
Minneapolis & St. Louis and the Sea- 
board Air Line, have been in receiver- 
ship for years; others like the Rock 
Island and the St. Louis-San Francisco 
have taken advantage of the terms of 
the new Federal Bankruptcy Act 
passed last year. Since these com- 
panies are already under the jurisdic- 
tion of equity or bankruptcy courts, 
their bond maturities will not add ma- 
terially to their problems, default as 
to interest having occurred some time 
in the past. The maturing bonds will 
be subject to adjustment in reorgan- 
ization plans, and their date of ma- 
turity in most instances will not 
greatly affect their treatment. 


IMPORTANT 1934 RAILROAD BOND MATURITIES 


(excluding equipment trust issues) 


Railroad Bonds Amount Date of Maturity 
Atlantic Coast Line system: 
Savannah, Florida & Western Ry. first 5s. «» $2,444,000 April 1 
4,056,000 April 1 
*Chicago & Eastern Illinois first consolidated 6s.... 2,736,000 October 1 
Chicago, Milwaukee, St. Paul & Pacific system: 
Milwaukee & Northern R.R. consolidated (ext.) 44s. 5,072,000 June 1 
first (ext.) 44s. 2,117,000 June 1 
*Chicago, Kock Island & Pacific system: 
Burlington, Cedar Rapids & No. cons. first 5s. é 11,000,000 April 1 
Chicago, Rock Island & Pacific first & refunding 4s. 104,470,000 April 1 
Rock Island, Arkansas & Louisiana first 44s...... 11,000,000 March 1 
*Minneapolis & St. Louis first consolidated 5s........ 5,282,000 November 1 


Minneapolis, St. Paul & Sault Ste. Marie secured 6s.. 5,000,000 August 1 
New York Central system: 

Boston & Albany R.R. improvement 4s.......... 4,500,000 May 1 

New York Central & Hudson River R.R. debenture 4s. 48,000,000 May 1 
Norfolk & Western R.R. improvement & extension 6s.. 4,078,000 February 1 
*St. Louis-San Francisco system: 

Kansas City, Memphis & Birmingham R.R. general 4s, 3,323,390 March 1 

Kansas City, Memphis & Birmingham R.R. income 5s. 182,780 March 1 
*Seaboard Air Line system: 

Georgia, Carolina & Northern Ry. first (ext.) 6s.... 5,360,000 ’ July 1 
Southern Pacific convertible debenture 5s..........++ 3,185,500 June 1 


*Companies in receivership or trusteeship. 
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At the other extreme we find com- 
panies like the Norfolk & Western 
which are in such strong financial 
position that they can meet their ma- 
turities out of their own cash re 
sources. The N. & W. has announced 
that it will pay off its improvement 
and extension mortgage 6s on February 
1. This action will bring the net re- 
duction in the company’s debt since 
January 1, 1933, to more than $15 
millions. Other companies which will 
probably experience no difficulty in 
paying off their 1934 bond maturities 
in full in cash are the Atlantic Coast 
Line and Chesapeake & Ohio. If 
operations in the first half of the 
year are on a _ satisfactory profit 
basis, the same mav be true of the 
Southern Pacific, since the 1934 ma- 
turity, aside from equipments, is not 
large. The Southern Pacific and other 
carriers have obtained funds to meet 
principal maturities on equipment trust 
obligations from the RFC; _ other 
roads have met them from their own 
cash resources and, in a few instances, 


extension agreements have been ob- 


tained from the holders. Similar di- 
versity of treatment may be expected 
in 1934, but no great amount of trouble 
in meeting equipment maturities seems 
likely. 

The application of this process of 
elimination leaves only the following 
important railroad bond maturities: 
Milwaukee & Northern 44s, Illinois 
Central 43s, Minneapolis, St. Paul & 
S. S. M. 6s and the New York Central 
subsidiary issues. Plans will probably 
be advanced for meeting these maturi- 
ties either by extension or by partial 
cash payment and partial refunding. 
The latter type of treatment, using 
cash advanced on loans by the RFC, 
has been employed very successfully 
for many rail bond maturities during 
the past two years. As a general rule, 

(Please turn to page 69) 
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Scuttling Ten 


Power, Politics 


and the Public 


The politicians’ efforts to “save” 
the people from the mythical 
“power trust” has cost utility in- 
vestors untold millions. How far 
has the pendulum yet to swing in 
this direction? 


terrible lashing at the hands of the politicians during 

the past twelve months. Pilloried by discriminatory 
taxes, browbeaten into almost confiscatory rate concessions, 
compelled to increase operating costs at a time when the 
most stringent economies were called for and forced to 
stand mute and helpless while bureaucratic vandals freely 
appropriated their markets, the electric power utilities 
have found themselves completely at the mercy of a 
political tempest which has been gathering momentum in 
this country for more than a decade. How has this come 
about? What have our utilities done to incur the wrath 
of the men on Capitol Hill? 

For a great many years prior to 1933 the electric utili- 
ties and a certain political element were engaged in a 
perennial dog fight. The contest was between the skilled 
technician on the one hand and the astute politician on 
the other. The prize was public opinion. The result of 
the contest thus far has been that public sentiment has 
at least become passive to the objectives of the politicians 
which are now clearly revealed as ultimate public owner- 
ship of this business in the United States. Let us examine 
the technique employed by the public ownership advocate in 
moulding public opinion on the 


‘'— electric power and light industry has taken a 


Million Investors 


This is the fourth of a series of five articles 

discussing the vital problems of the public 

utilities and the status of the investor holding the 
industry's securities. 


rates based upon false capitalizations and corrupt methods 
of accounting.” Those professing only an elementary 
knowledge of utility rate procedure know that the regula- 
tory agencies and the courts have uniformly held capital- 
ization has no relation to what may be charged for rates. 
Rates are based upon fair value of used and useful prop- 
erty, nothing more. The Supreme Court has said, “We 
reject entirely the whole subject of capitalization, stocks 
and bonds. . . How many securities are outstanding 
is of no importance.” 

To demonstrate that consumers in this country are be- 
ing charged too much for electricity, the publicly owned 
Ontario Hydro Commission is frequently held up as an 
example. Without regard for highly variable conditions 
of distribution, production, load factor, etc., domestic rates 
in the Ontario cities are compared with those in this 
country. They carefully avoid all reference to the rate 
schedules of the Buffalo, Niagara & Eastern Power Corpo- 
ration, which draws power from the same source and sells 
this power on the average of 335 per cent cheaper than 
does the Ontario Commission, despite the fact that the 
American concern pays substantial local, state and Federal 
taxes, while the Ontario Commission is tax free. 


The Truth About Padded Profits and Overcharges 


A still more glaring example of the politician’s careless 
regard of fact is contained in charges that the electric 
utilities are making excessive profits. In 1927 Governor 
Pinchot of Pennsylvania stated that the electric utilities 
of this country overcharge domestic consumers in an 
amount exceeding $500 millions annually. In that year 
(1927) the total domestic bill for electricity in this country 
was but $524 millions. In 1931 Senator Norris charged 
that the utilities, in addition to making a fair profit, 
actually make an excess profit of between $750 millions 

and $1 billion a year at the ex- 


question. 


The ‘‘Power Trust’’ Myth 


pense of the consumer. In 1929, 
the year of peak profits for the 


Their campaign has been one of as 
constant reiteration of catch-words 
and half truths. Their most power- 
ful weapon has been an appeal to 
class prejudice through the charge 
that there is in existence in this 
country a “power trust.” Time 
and again this ghostly figure has 
been taken out and paraded be- 
fore the people. The charge be- 
came so persistent that in 1927 
the Senate requested the Federal 
Trade Commission to conduct an 
investigation. After two years of 
probing the Commission found 
that no evidence of a “power 
trust” existed and that no one 
company, group or combination 
controlled more than 12 per cent 
of the nation’s electric energy. 


— FEAR NOT! I'LL SAVE 
YOU FROM THiS 
VILLAIN ¢ 


utilities, aggregate profits of all 
electric power utilities in this 
country amounted to $835 mil- 


lions. Certain phases of the busi- 
ness of generating and distribut- 
ing electricity -are necessarily 


complex but the above facts are 
available to everyone and within 
the comprehension of any school- 
boy in the country. 

The political attack against the 
electric utilities increased in 
fervor when the economic depres- 
sion hit the country. During this 
period of economic stress, con- 
sumers became _pocket-book-con- 
sciou. and the necessity for 
economizing on every household 
expense created, almost overnight, 
a first class political issue out of 
the power question. As the de- 
pression progressed, certain utility 


Did this dissipate the “power ser enterprises which had departed 
trust” myth? It did not! hd from sound financial practice col- 
Another persistent charge has he Brnncaonan | lapsed, adding fuel to the anti- 
that the utilities “have con- Astute 
Inuously and unremittingly wa- saw the handwriting on the wa 
tered the stock of their numerous The Upset of a Setup and enrolled in the fight against 


corporations, paying no attention 
to their investments, but charging 


the “power trust.” During the 
presidential campaign of 1932 the 
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case of the utilities was dumped bodily 
into the national political arena when 
the Democratic nominee proclaimed, 
“Senator Norris, I go with you!” 
Going with the Senator from Ne- 
braska has meant passage of the 
Muscle Shoals Bill and the outpouring 
of hundred of millions of dollars of 
tax funds in this and similar projects. 
It has meant tacit if not open endorse- 
ment by the Administration of the 
ridiculous charges lodged against the 
electric utilities by the Senator from 
Nebraska. It led to the pernicious 
emergency tax which was levied 
against the private electric utilities in 
the last session of Congress. Going 
with Senator Norris has already com- 
mitted taxpayers to the expenditure of 
over $300 millions for “yardstick” ex- 
periments and in the subsidy of mu- 
nicipal plants. There is no way of 
estimating accurately what this jour- 


ney has cost utility investors whether 
they are large or small securityholders. 

A good indication of what the cost 
has been thus far can be found in the 
change in market values of utility 
stocks listed on the New York Stock 
Exchange during the year 1933. At 
January 1, 1933, the market value of 
all utility issues listed on that Ex- 
change was $6.2 billions. By December 
1 this had declined to $5.4 billions, a 
loss of approximately $800 millions. 
During this same period value of all 
other securities listed on that Ex- 
change increased from $16.6 billions 
to $27.1 billions, a gain of 63 per cent. 
As the progress of the utilities during 
that period in retrieving earnings was 
as satisfactory as was that of other 
groups it appears reasonable to assume 
that if they had been equally free from 
political persecution, the quoted values 
of their shares would have risen as 
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much, at least, as the general list, og 
from $6.2 billions to $10.1 billions, 
The difference between this figure and 
actual value at December 1, amounting 
to $4.7 billions, represents, on this one 
exchange alone, what going along with 
the Nebraska Senator has meant to 
utility investors. 

The politicians continue to hurl 
thunderbolts at the ghostly figure of 
the “power trust.” Beyond this ethe- 
real target stand the millions of men 
and women who have invested their 
savings in utility securities. These 
people—the widows, the orphans, life 
insurance policy holders, savings bank 
depositors—receive the full shock of 
this indefensible political attack. Per- 
haps when this inescapable truth is 
brought forcibly home to the politicians 
through their constituents, the pen- 
dulum will start to swing in the other 
direction. 


Motors Forging Ahead 


fr 


teristics of the automotive in- 

dustry throughout its history 
has been its initiative and inventive- 
ness in the development of its products. 
This quality was notably in evidence 
during the depression in the aggres- 
sive efforts of the industry to stem 
the tide of receding sales by such new 
devices and improvements as_ free 
wheeling, ride control, safety glass, 
style innovations in the direction of 
streamlining, etc. 


O-= of the outstanding charac- 


New Patterns for 1934 


Whether or not the 43 per cent in- 
crease in production in 1933 was a 
stimulating and determining influence 
in that direction, it is a fact that the 
current offerings with which the motor 
manufacturers are ushering in the 
1934 season embody many important 
changes in design and style which form 
a fitting climax ‘to the progress made 
during the past four years. One of 
the most important of these changes 
is the knee-action, or independently 
sprung, front wheels, which have been 
particularly widely publicized in con- 


Does the New York Automobile 
Show point the way to a more 
profitable year in 1934? 


nection with the General Motors offer- 
ings; and the other most outstanding 
development is probably the further 
trend in body styling toward the theo- 
retically ideal aero-dynamic form, 
which is most closely and most strik- 
ingly approached in the new offerings 
of Chrysler in its Chrysler and De Soto 
lines. There has also been a general 
increase in engine power, especially in 
relation to the dead weight of the cars, 
and further efforts in the direction of 
better performance, particularly in re- 
spect to smoother riding qualities 
under unfavorable road conditions. 

It is perhaps typical of the trends 
among the individual companies of the 
industry that the new air flow designs 
of Chrysler and the knee-action front 
wheels of General Motors are the most 
striking and most widely discussed de- 
velopments embodied in the new offer- 
ings. The outstanding position of 
these two companies is clearly indi- 
cated in the last column of the accom- 
panying tabulation, although these 
figures do not reveal the progress 
which these companies have made over 
the past decade. On the basis of pro- 
duction figures General Motors’ share 


RECORD OF LEADING MOTOR MANUFACTURERS 


Per Share Earnings 


COMPANY: 1931 1932 
$17.64 D$4.46 
Graham-Paige........ D2.91 D1.28 
Gen’! Motors.......... 2.01 DO.21 

1.78 0.39 
okt D1.52 D1.60 
Studebaker........... DO.01 D3. 
Ci sh DO.19 DO.45 


*Less than ¥% of 1 per cent. 


Passenger Car Registrat ions 


of 

9 Mos 9 Mos 11 Mos. 11 Mos. otal 

1932 1933 1932 1933 (1933) 
D$2.81 D$6.70 11,42 4, * 

D1.42 2.77 177,683 367,744 26% 
DO.46 0.03 12,445 9, 1 
D2.90 DO. 82 37,688 3 
D2.56 DO.90 10,329 6,448 * 
0.08 1.73 442,027 632,532 44 
0.26 DO.27 19,701 9,817 1 
D1.10 DO.60 3,71 3,424 1 
Sarat D1.97 24,317 18,938 1 
DO.29 DO.03 10,632 he 1 
302,536 335,363 23 


1,050,716 1,435,170 


tFiscal years end November 30 D Deficit. 
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of the automotive business increased 
from 19 per cent in 1923 to 34 per 
cent in 1929 and 43 per cent in 1933. 
Chrysler has made even more striking 
progress, starting from the very low 
base of slightly less than 2 per cent 
in 1923 and increasing to 8.2 per cent 
in 1929, and to 24 per cent in 1933. 
During these eleven years, the other 
major producer, Ford, has lost a sub- 
stantial part of its coverage of the 
field to these two enterprising com- 
petitors, its percentage having de- 
creased from 50 per cent in 1923 to 35 
per cent in 1929 and to 19 per cent in 
1933. These three companies together 
accounted for 86 per cent of the total 
production in 1933, as compared with 
71 per cent in 1923, thus indicating a 
continuing narrowing of the field for 
the so-called independent manufac- 
turers, the more important of which 
are covered in the accompanying tabu- 
lation. 


Comparing the Leaders 


The earnings record reported in the 
tabulation provides evidence that the 
leadership of General Motors and 
Chrysler is not confined alone to pro- 
duction and sales in terms of physical 
units, but extends into the realm of 
revenues and profits. Although sev- 
eral of the smaller companies suc- 
ceeded in bettering their earnings 
showing in the first nine months of 
1933, as compared with the same e- 
riod in 1932, Chrysler and General 
Motors were the only units which suc- 
ceeded in securing any substantial net 
profits for their stockholders from the 
43 per cent increase in total business 
recorded by the industry. A compar- 
ison of these earnings figures with the 
eleven months’ registrations for the 
two years indicates that Hudson is the 

(Please turn to page 70) 


THE FINANCIAL WORLD 


a 


Charts and How to Use Them 


The sixth of a series of articles covering the interpretation of stock price movements 


XTENSIVE research over a 
E number of years has shown that 

many market phenomena are 
worthless to the technical student 
because of their lack of dependability. 
A few, however, have proved to be 
of definite value in technical study. 
The acid test is: “Do these patterns 
or signals occur in all three trends?” 
Unless they are found to recur in 
the major, intermediate and minor 
trends, both on a large and small scale, in bull and 
bear markets and over a long period of time, their 
value is dubious. 

In the preceding article “The Relations of the Three 
Trends,” the principal formations which meet the above 
requirements were listed, namely: Supply and Demand 
Areas, Triangles, Gaps, Trend Lines, and Tops and 
Bottoms. These patterns are among the main “working 
tools” of technical study. Of the above patterns, the 
more complex are supply and demand areas, with which 
this article deals. Various terms have been applied to 
these formations. They have been called “resistance 
areas.” Frequently resistance to a down trend is called 
“support.” “Accumulation area” and “distribution 
area” usually mean support and resistance, respectively. 
However, the vital difference between the two types of 
resistance areas is that whereas one retards or culmi- 
nates an advance by furnishing supply of stocks, the 
other checks or terminates a decline by revealing demand 
for stocks. Therefore, the logical terms for such 
patterns are “supply areas” and “demand areas.” 


“Trading Areas‘’ or ‘‘Lines’’ 


Where supply and demand areas occur during a trend 
(instead of at tops or bottoms) and are approximately 
parallel, the area between them is generally termed a 
“trading area.” This last formation has been called a 
“line” by Dow Theory students. (See later article 
on the Dow Theory.) 

Supply and demand areas occur in all three trends, 
and can therefore be termed major supply or demand 
areas, intermediate supply or demand areas, and minor 
supply or demand areas. On Chart 6, a major demand 
area is seen in June and July, intermediate trading 
areas in December-March and August-September. Minor 
areas of this type are seen at several points. IJnter- 
mediate areas are considered the most important by 
technical students. 


CHAPTER VI 
Supply and Demand Areas 


By H. M. GARTLEY 


Author of “Working Tools for the 
Trader,” “Analyzing the Stock Mar- 
ket,” “Stock Market Studies,” ete. 
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Supply and demand areas and the 
trading areas which they often form 
are most frequently horizontal, but 
can also be diagonal, either ascending 
or descending. They occur at three 
points in a trend, namely, at tops 
(supply areas), at bottoms (demand 
areas), and during interruptions to 
the trend (supply and demand areas, 
usually forming trading areas _ be- 
tween them). Trading areas may 
also appear to some extent at tops and bottoms and 
these three formations may be classified as both con- 
tinuation and reversal patterns. 

The major reversal from a bear to a bull market 
may be said to occur in a major demand area; con- 
versely, the major reversal from a bull to a bear market 
occurs in a major supply area. Intermediate reversals 
in a bull market occur in intermediate supply areas, 
and, conversely, intermediate reversals in a bear market 
take place in intermediate demand areas. And a cor- 
rective reaction of an intermediate movement in a bull 
market terminates in an intermediate demand area, just 
as a corrective rally in a bear market culminates in an 
intermediate supply area. The minor day-to-day or 
even hour-to-hour fluctuations are constantly turning up 
and down from minor supply and demand areas. 


The Sequence of Formations 


Almost always there is a definite sequence of the 
several types of resistance areas. Beginning at the 
bottom of a bear market, a major demand area develops 
which causes a major reversal. Then the first inter- 
mediate upswing sets in and, often interrupted with 
minor trading areas, continues until the jirst inter- 
mediate supply area is encountered. Here the first 
intermediate uptrend turns down in an intermediate 
correction during which minor trading areas again de- 
velop until the correction terminates at the first inter- 
mediate demand area. Following this the second inter- 
mediate upward movement proceeds to the next 
intermediate supply area and so on, until the major 
supply area representing the reversal of the major 
advance is encountered. During the succeeding bear 
market, the same general sequence then takes place in 
reverse order, until the major down move terminates in 
the next major demand area. 

Practically all of the typical supply and demand 
formations appear in all three of the basic market 


_ CHART 6 
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movements. Their chief differences lie in the extent 
of fluctuation and duration. Major demand areas at 
the bottoms of bear markets from 1900 to date have 
varied in length from one to as many as five months. 
Major supply areas, at the tops of bull markets have 
been somewhat shorter, lasting from one to three 
months. Intermediate demand areas have been as 
short as 10 days and have extended as long as 8 months. 
Minor supply and demand areas have varied from 2 
to 30 hours and minor trading areas from 6 to 50 hours. 

In general, supply and demand areas occupy longer 
periods in bull than in bear markets. This is especially 
characteristic of intermediate areas. The shortness of 
such formations in bear markets may be attributed to 
the force of liquidation. When the market is advancing 
and prices are rising, few buyers, if any, must buy 
stocks and even fewer find it absolutely necessary to 
borrow funds against securities. But when the market 
is declining and prices are falling, many sellers must 
sell stocks and their number constantly increases as the 
necessity for liquidating collateral loans becomes more 
urgent, since the reduced equity of borrowers forces 
lenders to sell the collateral to protect themselves. 
This creates a vicious circle, such as was experienced 
from 1929 to 1932. 

During an intermediate trend the market pattern is 
one of steady, possibly sharp advance or decline, punc- 
tuated by trading areas of horizontal or triangular 
form. The alert technical student concentrates his 
attention on these areas in an effort to determine when 
the intermediate movement will be resumed. 


The Nature of Supply Areas 


Supply areas which occurred at various intermediate 
tops have been relatively wider than demand areas 
which occurred at intermediate bottoms. This is often 
explained by the theory that public interest in the 
stock market is predominantly bullish and therefore 
tends to widen the fluctuations at intermediate tops. 
The lack of public interest after intermediate declines 
is often given as the reason why intermediate demand 
areas are narrower. 

Whether a given supply area was caused by a de- 
crease in bids or an increase in offerings, or a particular 
demand area by an increase in bids or a decrease in 
offerings, even considerable research might fail to dis- 
close. But obviously, resistance to a trend is caused 
by reversal of the preponderance of supply and demand. 
The general theory as to the origin of supply and 
demand areas is that they are caused by the action 
of a sufficient number of well-informed buyers or sellers. 
The direct reasons are not discernible as such, but the 
facts upon which well-informed buyers or sellers act 
appear later and logically explain the market’s action. 

That resistance areas are due to any great extent to 
open orders appears to be but a superficial view. New 
York Stock Exchange specialists rarely depend on the 
open orders on their books as accurate indications of 
future supply and demand. The fundamentals under- 
lying supply and demand areas may be said to be the 
result of the combined influences of the broader eco- 
nomic factors, the particular statistical position of the 
various companies, the technical factors in individual 
stocks and the market generally, and the forces of 
manipulation. 


While the short interest doubtless has a bearing upon 


such areas, studies appear to indicate that the most 
substantial increases and decreases of the reported short 
interest have taken place while intermediate trends were 
advancing or declining, rather than during a supply or 
demand area. 

There is one general relation between resistance 
areas, namely that they often occur at approximately 
the same levels in successive markets. This inter- 
relation is particularly true of minor areas occurring 
within intermediate trends. 

In some instances, as during the 1929-32 bear market, 
the intermediate supply areas at the culmination of 
intermediate corrective rallies developed just under de- 
mand areas which caused the intermediate reversal in 
the previous cycle. A notable example of this is the 
comparison of the November 8, 1931, highs with the 
June 2, 1931, lows. When this occurs, the natural ex- 
planation seems to be that disappointed buyers in the 
previous uptrend become ready sellers as soon as com- 
parable prices have again been reached, 


Resistance areas are closely related to other important 
market patterns. How they create and delimit trading 
areas has already been explained. Tops occur in supply 
areas and bottoms in demand areas. Noteworthy gaps 
often precede or follow minor supply or demand areas, 
Ascending triangles occur between horizontal supply 
areas at their tops and ascending demand areas at their 
bottoms. Descending triangles take place with horizontal 
demand areas as bottoms and descending supply areas 
as tops. Symmetrical triangles form between ascending 
demand areas and descending supply areas. Study of 
Chart 6 will reveal several of these interrelations. 

Bar charts are obviously superior to closing line 
charts in study of this subject. Shorter areas, of three 
to ten days’ duration, are difficult to see on a closing 
price chart. On the bar charts, fluctuations appear in 
rather well defined channels. Figure or number charts 
are very effective and useful for determining supply 
and demand levels, especially for active traders in the 
intermediate and minor trends. 

The trend of volume obviously has an important bear- 
ing upon and is a good indication of reversals at supply 
and demand areas. In the major and intermediate 
trends, when a corrective reaction seems to halt as a 
demand area develops and volume decreases sharply, a 
reversal is strongly indicated. When after an inter- 
mediate reversal, the major trend is resumed and the 
advance penetrates the intermediate high (supply area) 
with volume slackening on declines, a worthwhile up- 
ward movement may be safely anticipated. Where the 
opposite occurs in bear markets, with volume increasing 
on declines, valuable selling indications are likewise 
furnished to the experienced technical student. 


False Moves and Reversal Signals 


One of the most characteristic phenomena in supply 
and demand area study is the false move, also im- 
portant in the study of triangles. Frequently after 
the formation of a well defined intermediate or minor 
top or bottom or a trading area, a sharp advance or 
decline takes place, lasting from one to three days, 
but is quickly retraced, with the trend then proceeding 
in what proves to be the real movement. These false 
moves present one of the most difficult problems which 
the technician has to meet. Considerable research has 
as yet failed to develop a fool-proof defense against 
such false moves. Generally speaking, a false move 
occurs without important increase in volume while a 
real move develops on increased volume, but it must 
be recognized that occasionally false moves are accom- 
panied by deceptive rises in volume. Reversal signals 
given by moving averages or the penetration of trend 
lines are useful in preventing or limiting losses from 
false moves. Some students await the first minor cor- 
rection following the penetration of a top or bottom 
and then take a position as soon as evidence of a minor 
top or bottom develops, above or below the penetration. 
While this practice frequently prevents being caught in 
a false move, it also often results in missing an im- 
portant part of the move, because the swiftest portion 
of an intermediate swing frequently occurs following 
penetration of previous tops or bottoms. Probably the 
most practical defenses against the false moves are 
stop loss orders (either actual or theoretical) placed at 
a predetermined point to limit possible loss. False 
moves are one of the risks in buying and selling securi- 
ties, but fortunately their duration in time is short and 
they do not vitally affect investment positions. 

The most important point about supply, demand, and 
trading areas to the technical student is that when 
prices break out of them, substantial moves almost in- 
variably take place and a change in trend is to be 
expected. The value of technical study lies in the ability 
to recognize and profit by these moves. Only the cor- 
rect interpretation of price charts which picture such 
areas as they develop, enables the uninformed to antic- 
ipate the obscure action of the well informed. Proper 
use of supply and demand areas affords an excellent 
example of how the technically equipped trader or in- 
vestor can discern and profit from true trends when the 
general atmosphere of the market is conducive to be- 
wilderment or mistaken opinion. 
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The seventh article of this series, to appear next 
week, will deal with “Triangles.” 
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* Have five million little pigs died in vain? 


Comparing 


went to market to be sacrificed 

on the altar of overproduction 
will probably go down in history as 
another slaughter of.the innocents for 
their payment of the supreme price 
did not halt the downward trend of 
pork prices. This massacre, which re- 
duced 275 million pounds of live pork 
tenderloins to a tankage of 9.5 million 
pounds of inedible grease, suitable only 
for soap or fertilizer production, was 
the opening act of the leading meat 
packers when they entered their cur- 
rent fiscal year beginning on Novem- 
ber 1, 1933. And like other tasks 
which have been foisted upon them by 
the Government in its attempt to regu- 
late hog production and prices, there 
is the suggestion that once more Swift, 
Armour, Wilson and Cudahy will be 
expected to suffer for the inequalities 
which continue to prevail between over- 
production and underconsumption. Will 
the Government’s plan for the limita- 
tion of pork surpluses bring the much- 
needed relief to the meat packing 
industry? And, if so, which of the 
leading packing stocks are worthy of 
consideration? 


Tee five million little pigs which 


Pork, the Primary Product 


While the “Big Four” packers con- 
trol only 54 per cent of the country’s 
total meat output, the major portion 
of their revenues is derived from pork 
and its by-products, and for this reason 
their earnings are determined primar- 


ily by the trends of hog prices. Since 
1926 when the price of hogs averaged 
$13.14 per hundredweight, the trend 
with occasional interruptions has been 
distinctly downward, reaching a low of 
$3.10 in 1932, the lowest mark since 
1878. The recovery in price during 
1933, which lifted the average for the 
year to $4.08, failed to hold and the 
packers entered 1934 with prices down 
to $3.20. Added to the failure of prices 
to maintain the advance, the packers 
have been forced to pay the step-up 
processing tax which is being levied to 
provide funds for financing the emer- 
gency hog marketing program. In ac- 
cordance with the regulations issued 
for the tax, a payment of 50 cents per 
hundredweight was levied on Novem- 
ber 5 and increased to $1 on December 
1 and to $1.50 on January 1. On Feb- 
ruary 1 the tax will again be lifted to 
$2 per hundredweight and maintained 
at this rate until the end of the 1934-35 
hog marketing year, unless the Secre- 
tary of Agriculture finds it necessary 
or advisable to adjust the rate. At the 
$2 tax rate the price of hogs to the 
packers will mean an increase of from 
4 cent to 1} cents per pound for the 
various cuts of pork. 

The meat packers have become re- 
signed to accepting the program of the 
Agricultural Adjustment Administra- 
tion, but thus far have been unable to 
pass the increased cost on to the con- 
sumer by reason of the fact that stocks 
of pork on hand have continued to 
reach record-breaking levels. On No- 


vember 1, for instance, total pork 
stocks (frozen, cured, dry and salt) 
were 493 million pounds, or 13.7 per 
cent, above the same date of 1932 and 
17.6 per cent above the five-year aver- 
age for that date. Stocks of lard in 
storage totaled 133.8 million pounds, or 
290 per cent over the 34.4 million 
pounds on Land the year before and 
127 per cent more than the five-year 
average. With these heavy surpluses 
on hand the hope for increasing prices 
to the consumer is hardly a near term 
certainty. 


New Wage Increases 


But the processing tax is not the 
only difficulty confronting the meat 
packers. Signing of the NRA code for 
the industry places another burden 
upon the packers—that of squeezing 
higher wages for their employees out 
of the narrow margin of profit. Added 
to the $6 million increase in wages 
made by Swift under the blanket code 
in August, the company is required to 
lift wages another $4 millions in its 
final adjustment. Armour, the second 
largest packer, including recent wage 
increases, has raised its annual payroll 
nearly $6 millions above 1931-32 levels, 
with prospects of a total increase of 
$8 millions to $9 millions before mid- 
year. Wilson, third in size, has con- 
siderably fewer plants than the two 
leaders, but its payroll is close to $3 
millions over the 1931-32 level, while 
Cudahy, ranking fourth in size, and 


HOW THE ‘“‘BIG FOUR’’ MEAT PACKERS COMPARE 
CAPITALIZATION: ARMOUR CUDAHY SWIFT WILSON 
(As of October 29) 1932 1933 1932 1933 1932 1933 1932 1933 
$96,251,400 $89,841,100 $18,315,600 $17,563,200 $53,912,000 $48,269,000 000 
Preferred Stock............ 116,906,000 116,257,300 8,550,500 8,550,500 ,444,800 724,800 
*2,000,000 shs *2,000,000 s None None Non #9334, 386 shs. 236 shs. 
Common Stock............ *2,000,000 *2,000, 4431,210 shs. 467,489 5.895.527 534,983 shs. 534,983 shs. 
FINANCIAL POSITION: 
$36,485,920 $26,010,651 $4,698,519 $5,204,311 $26,751,769 $26,196,819 $8,431,661 $5,306,381 
29,196,348 33,876,056 5,900,272 6,658,251 27,945,324 32,236,419 5,979,070 7.356,150 
Marketable Securities....... None None None None 29,618,250 23,439,018 1,255,04 351,550 
52,514,177 73,934,900 11,903,278 16,204,928 56,746,680 72,981,625 11,996,457 16,232,290 
Other Current Assets....... None None 102,774 None ,097,947 5,025,732 844, None 
Total Curr. Assets...... $118,196,445 $133,821,607 $28,067,490 $150,159,970 $159,879,613 $28,507,043 $29,246,371 
Total Current Liabilities... . 11,427,365 24,041,630 515 7,476,377 21,059,354 19,313,899 2,450,148 3,678,892 
Net Working Capital... $106,769,080 $109,779,977 $19,020,328 $20,591,113 $129,100,616 $140,565,714 $26,056,895 $25,567.479 
10.3:1 §.5:1 6.2:1 8 32 8.2:1 11.6 :1 8.0:1 
REVENUES AND EARNINGS: 
(Years Ended October 29) 
Estimated Sales. . 68,000,000 $452,000,000 1$133,313, 1$124,278,387 $535,000,000 $500,000,000 $143,000,000 $140,000,000 
Net before Deprec. and ‘Int. 9,255,103 20,376,363 3,008, 4,150,293 5,379,647 22,626,526 2,662,059 5,340,457 
Depreciation.......... 7,039,462 6,883,671 1 ‘036, 339 1,036,610 7,539,769 7,470,891 1,698,438 1,225,490 
6,073,206 5,371,051 1,251,405 1,137,264 3,177 2,870,501 ,204 1,099,622 
Other Charges......... §4,188,581 §3,857 ,637 #80,000 #1,987,756 +165,610 tt79,782 
Net after Charges...... d$8,046,146 $4,264,004 $640,576 $1,724,216 $5,337,788 297 d$273,193 $2,935,563 
Non-recurring Profits... .... 5,520,104 728,020 265,409 324,529 120,361 
Earned per share of 
eae Nil a$0.49 $0.76 $2.64 d$0.89 $1.75 d$6.10 d$0.19 
+ Par $50. t Actual sales. § Subsidiary preferred dividends. # Federal Taxes. tt Minorivy 


hea” a On Class A Shares. d 


ar $25. **$5 No Par cumulative Class A stock. 
Deficit. 
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e Meat Packers 


with fewest plants, will suffer least 
with its wage advance running around 
$2 millions. 

The improvement scored by the meat 
packers in their fiscal year ended Octo- 
ber 29, 1938, over the previous fiscal 
year, as indicated in the tabulation on 
page 59 reflects only about one-half 
of the NRA wage increases and none 
of the effects of the processing tax. 
Gains in earnings and the reports of 
profits instead of deficits in the face of 
smaller dollar volume were due in part 
to heavier tonnage sales for the year 
and also to operating economies and 
savings in fixed charges through the 
retirement of funded obligations. An- 
other substantial increase in public 
consumption during the current fiscal 


year or a moderate recovery in pork 
prices would go far in offsetting the 
higher costs and increased taxes con- 
fronting the industry, but at present 
the promise of neither of these is as- 
sured of fulfillment. With the trade 
to Germany blocked by extremely high 
tariffs and the markets of Great 
Britain severely restricted by quotas, 
hope for any substantial increase in 
foreign trade is limited to that of Rus- 
sia, and even this trade may be de- 
ferred until credit arrangements are 
concluded. 

On a comparable basis the choice 
among the four leading meat packers 
appears strongly to favor Cudahy 
Packing, the smallest of the group. 
The stability of this company’s earn- 


ings in contrast with its three larger 
competitors is attributed to the fact 
that one of its most lucrative sources 
of earnings, “Old Dutch Cleanser,” has 
remained unimpaired through the de- 
pression. This company, also, will 
suffer least from both the processing 
tax and the advances under wage scale 
of the NRA code. Consideration of 
Swift may be deferred for the present 
or until such time as there is definite 
evidence of an improvement in the 
price trend of the industry. Both 
Armour and Wilson are still con- 
fronted with the additional uncertain- 
ties of changes in their capital struc- 
tures which may conceivably impair 
the present position of the junior 
stockholders. 


Position of The Bond Market 
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Projected Debt Increase Depresses Government Bond Market 


the United States over the next 

eighteen months predicted in 
President Roosevelt’s budget message 
to Congress will eventually have re- 
percussions upon the entire bond mar- 
ket, but up to the present time its 
effects have been noticeable only in the 
Government bond list, unless one re- 
gards the recent advance in a number 
of speculative and _ semi-speculative 
bonds as the result of the inflationary 
implications of the Federal budget. 
High grade corporation bonds con- 
tinued generally firm, and even showed 
a tendency to advance. This may 
possibly have been caused by switching 
from Governments into gilt edge cor- 
poration bonds, but large scale oper- 
ations of this type by institutional 
investors and other large holders of 
Government obligations does not ap- 
pear likely, for several reasons. The 
banks can scarcely avoid holding large 
portfolios of Governments under pres- 
ent conditions. Looking to economic 
fundamentals, such switches would not 
appear, to be well advised, since any 
major decline in the market for Gov- 
ernments is likely, in the long run, to 
carry the best grade of corporation 
obligations along with it. If, as some 
London financial writers are now pre- 
dicting, the U. S. Treasury has to pay 
five per cent on its borrowings within 
the next year or two, the competition 
provided for corporation bonds by such 
a rate would almost inevitably depress 
the market for the latter. 

The Administration’s moves toward 
providing a Government guarantee of 
principal as well as interest upon the 
Farm Loan and Home Loan bonds ap- 
peared to have as much, if not more 
effect upon the market than the budget 
message which predicted the necessity 
for issuance of $10 billions in Govern- 
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Te large increase in the debt of 


ment obligations, $4 billions for re- 
funding and $6 billions for new money, 
before the end of the current fiscal 
year. Possibly this was due to the 
fact that it had been widely recognized 
that the recovery program would 
necessitate borrowing huge amounts in 
the months just ahead, while the move 
toward guaranteeing principal on the 
bonds of the Government-sponsored 
farm and home mortgage institutions 
was something of a surprise. Since 
the authorization for each institution 
is $2 billions, the potential addition to 
the supply of Government obligations 
is $4 billions. These bonds bearing the 
full guarantee of the Government will 
naturally compete with the direct 
Treasury issues which will be neces- 
sary to the success of other phases of 
the New Deal. Home Owners Loan 
Corporation bonds advanced briskly in 
“over-the-counter” trading following 
announcement of the Administration’s 
policy to levels around 92. There was 
also a sympathetic advance in the old 
Federal Land Bank bonds, in spite of 
an official announcement to the effect 
that it is not the intention to extend 
the guarantee to these bonds. 

The volume of sales of Governments, 
especially long term Treasuries, picked 
up sharply in both Stock Exchange 
and counter trading last week upon 
the news of the President’s message 
to Congress recommending the guar- 
antee of principal on the farm loan 
bonds. Several issues established new 
record lows, notably the Treasury 
4}-31s, offered at 1014 last fall in con- 
nection with the partial refunding 
plan for Fourth Liberty 44s, and the 
Treasury 3}s of 1941, both of which 
sold below 98. Under the circum- 
stances the financial community awaits 
with keen interest the terms of the 
first major financing to provide a sub- 


stantial part of the $10 billions needed 
before June 30. There appears to be 
general agreement that the Govern- 
ment can raise the funds without re- 
sorting to outright inflation, but the 
consensus of opinion is to the effect 
that the average rate of interest will 
be rather high. Thus, the recent de- 
cline in the market for outstanding 
Government bonds may be regarded as 
a process of adjustment to the interest 
rates which large investors believe will 
prevail for this type of obligation qttee 
several weeks have passed. 

German bonds again provided some- 
thing of a sensation last week, alter- 
nately advancing and declining sharply 
upon conflicting reports of new moves 
toward adjustments on interest pay- 
ments. The occasional sharp recov- 
eries were attributed to further re- 
patriation of these obligations. 


Che Investors’ Platform 


EFORE the investing public can 
feel assured of the existence of 
the fullest measures for its 
protection, THE FINANCIAL WoRLD 
believes necessary, and it insists 
upon, the adoption of the essential 
reforms outlined in the following 
latform. The more insistent that 
nvestors are for the inauguration 
of these reforms, the more quickly 
will the day arrive when these 
safeguards will become a part of 
our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV. Trading Reforms 
V. Independent Protective 
Committees 
VI. Full Publicity on Secur- 
ity Offerings 
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Now that motor freight and bus pas- 
senger traffic are feeling the inroads 
made upon their business by the moves 
of the railroads to recapture it, these 
transportation agencies are beginning 
to protest lustily against this competi- 
tion. Considering that they were the 
original invaders their opposition will 
arouse more amusement than sym- 
pathy. 


Tue granting of authority to the 
steam roads to broaden their service 
to include store door delivery has 
brought this articulate opposition to 
its present fever heat. The railroads, 
without making any extra charges, 
may now pick up freight right from 
the doors of stores and deliver it in 
similar fashion at its destination. It 
was this complete service that for- 
merly gave such a decided advantage to 
trucks that they could readily underbid 
the railroads for much of the less than 
carload freight traffic, 


Tue gist of the truck opposition is 
embodied in the contentions and argu- 
ments included in the petition filed with 
the Interstate Commerce Commission 
by the Motor Traffic Club of Massa- 
chusetts. 
ization may be accepted as generally 
reflecting the view of all similar bodies. 


One of the claims this club advances 
is that by engaging in store door de- 
livery the railroads are recklessly 
squandering shareholders’ money in an 
unprofitable service. It fails to point 
out that it is the loss of this freight 
business that has contributed so much 
in the last ten years to paring down 
railroad earnings and in numerous in- 
stances adding to deficits, 


Anorner illogical argument is ap- 
parent in the club’s contention that 
when the Commission set freight rates 
it did not contemplate the inclusion of 
this service. This argument is weak, 
for the truth of the matter is that 
trucks themselves are not under any 
regulations fixing rates and for that 
reason are in no position to demand 
that that halter be placed around the 
neck of their principal competitor, 


Tue complaint further charges that 
the right to exist granted the railroads 
by placing them in a position to com- 
pete on an equal basis with truck 
traffic encourages destructive competi- 
tion such as is not contemplated or 
desired by the Government. 


However, in this case of special 
pleading, the public interest in the sub- 
ject is completely ignored. The well 
built roads that intersect and traverse 
the entire country have n con- 
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structed by the 
moneys raised 
through taxa- 
tion of the 
people, and 
for the  pur- 
pose of extend- 
ing to the public the increased travel 
facilities required by the development 
of the motor car and its supersedure 
of the horse-drawn vehicle. 


Tuer construction did not contem- 
plate their use as arteries over which 
to carry the heavy, or even light, 
freight traffic of the country. That 
business was an evolution of this 
modern convenience and out of it grew 
up a tremendous motor traffic business, 
in which the railroads previously had 
had a monopoly—such a monopoly that 
in the public interest a system of regu- 
lation was necessary. 


Unoer these circumstances the trucks 
and buses had a decided competitive 
advantage. They were free to charge 
what they could get, which was always 
under the fixed tariffs of the railroads. 
Trucks and buses were not forced, be- 
yond a moderate license fee, to con- 
tribute to the maintenance of the high- 
ways they used or to repair the wear 
and tear of pavements caused by their 
heavy vehicles. 


Tuese advantages they wish to re- 
tain, while further freezing out their 
rivals if possible. This position is in- 
consistent with that rugged American 
spirit of fair play in competition. If 
the railroads up to the present time 
have shown a thickheadedness in not 
engaging in services competitive to the 
trucks, it is the latter’s good fortune. 


Passencer buses and motor trucks 
have come to stay, for under some 
conditions they are more practical and 
convenient than the railroads, such as 
in short hauls in thickly congested 
sections or sparsely populated areas 
where branch railroad lines are un- 
profitable. But that situation does not 
carry with it a necessary monopoly for 
any single industry. 


Ir THE present situation was not fore- 
seen, the blunder is with the motor 
industry, for it was reasonable to as- 
sume that sometime or other it too 
would reach a stage where it had to 
be controlled by some Governmental 
agency or where the railroads must be 
allowed to use their initiative to get a 
fair share of that business without 
undue restraint. The solution of the 
problem must eventually be found in 
amalgamated service under one head 
or in the survival of the fittest in the 
keen competition that the railroad ex- 
tension of service will produce. 


Odd Lots 
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Safety is only one of the many 
features obtained by Odd Lot 
investors. : 
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Trading. 
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IMPRESSIONS 


By EuGene Katz 


The United States and Great Britain 
have protested to Germany against her 
attempt to unburden herself of the in- 
terest charges on her foreign bonds, but 
based on her past successful record with 
protesting creditors it is improbable that 
these warnings will be heeded. There isn’t much her 
creditors can do about it. They have the bonds, now worth 
in gold from $100 to $400, and she has $1,000 in gold for 
each such bond. The offended nations could impound pay- 
ments to Germany, but in the instance of the United 
States that is impracticable as the balance of trade is in 
our favor. Germany’s answer is her historic one, upon 
which she has thrived for a century, that is, that she is 
poor and misunderstood and needs indulgence. 

Having reduced cash interest payments 50 per cent on 
most of her external debt, which totaled about $5 bil- 
lions, she recently announced a further reduction to 
30 per cent cash and 70 per cent scrip, and now 
implies that it is doubtful that she can pay even that. 
She intimates that she will pay nothing, and that 
she will soon ask for a decrease of the interest on her 
short term debt. This appears to be an approach to 
ultimate complete repudiation or moratorium including the 
Young and Dawes plan bonds. The exact financial position 
of Germany is known only to herself. No figures ever 
made public by her, by The League of Nations or by 
statisticians of other countries have agreed. An approxi- 
mation would make it appear that our nationals at the 
present time own $90.5 millions of the 54s and $70 millions 
of the 7s, both thus far exempted from interest reduction; 
$917 millions of miscellaneous bonds, and $600 millions of 
short term bonds owned mostly by American banks, a 
total of $1.676 billion. We are facing a loss of over $100 
milliohs in annual interest. 


German 
Bond 
Interest 


The official German statistical bureau 


: has for months sent out reports of in- 

i 4 
— ng creasing exports and decreasing imports, 
xport the whole representing an_ enviable 
Figures balance of trade, which, however, was 


incomprehensible in view of the known, 
widespread boycott. Yet the figures were apparently official 
and had to be believed. The most plausible explanation 
was that the boycott was not as effective as it was popu- 
larly supposed to be. But suddenly it suited the purposes 
of Germany, in connection with the interest reduction to 
30 per cent, to show a poor balance of trade. Ignoring 
all previous figures still fresh in memory, she now asserts 
that her export surplus dropped 40 per cent the past year 
and that whereas world trade gained one per cent her 
foreign trade lost seven per cent. These figures are 
further confused by export concessions to favored nations 
up to 75 per cent through blocked marks and by what are 
called supplementary exports which totaled $100 millions 
in five months. She has been using discount and rebate 
methods that were outlawed in this country since the un- 
savory Standard Oil era of the ’90s. 

Hjalmar Schacht, president of the Reichsbank and for 
practical purposes Treasurer of Germany, is credited with 
the authorship of these brilliant schemes of evasion. An 
expert in controversial sophistry, nimble in finding excuses 
and reasons, he has a mind so flexible that he was able to 
serve with equal fervor the Monarchy, the Republic, and 
the Nazis. Mr. Wiggin and Mr. Dulles, representing dif- 
ferent American creditor groups, got very few practical 
concessions. Behind all these circumlocutions is the stead- 
fast purpose to make Germany’s creditors pay a share of 
her war losses as well as pay for the havoc of the boycott, 
and under cover of expostulations of inability to obtain 
enough money to pay interest charges use surplus funds 
to buy up the nation’s outstanding debts at an average of 
about 25 cents on the gold dollar. She cannot borrow abroad 
and add to her existing debts and at the present rate of 
debt repurchases, which have been going on intensively 
since the fall of the pound and the dollar, she will be free 
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of debt in from three to five years, and, that eventuaiing, 
the richest and only debt-free country in the world. Paying 
out little, she has augmented her gold supply enormously, 


It may be that four years of re- 


Amazi proaches and verbal assaults have made 
Ba ing New York bankers punch drunk and 
nking groggy and that that is the explanation 
Code of their otherwise inexplicable code of 


service charges from which only one 
bank dissented. It is well that General Johnson of the 
NRA ordered it suspended pending revision. As one read 
the 10,000-word screed one wondered how a group of men 
who have charge of $23 billions of public funds could 
have assembled the courage to put such a pronouncement 
on paper, especially when one remembered that lending, 
the primary function of a bank, is practically extinct and 
that the people generally, following bankruptcies and ex- 
posures of reckless management and of gambling with de- 
posits, are none too friendly. 

Manhattan banks are not paying a penny on balances, 
Combined they made more than $100 millions net last year 
and paid $85 millions in dividends. The code would have 
allowed them to charge for every check drawn as well as 
for every check deposited, a pretty addition to net profits 
when one considers that last year 125 million checks passed 
through the New York Clearing House. As no service was 
to be free and an extra charge was to be made for large 
checks, further wholesale revenues would have been derived 
from that one item as an average check is for $1,260. It 
would have cost a small depositor, under certain circum- 
stances, as much as $75 a year to have a bank account. 

Rather than pay these fees employers would probably 
have paid wages in cash, the private man would have 
hoarded for a month or more of expenditures, retail trade 
would have decreased as more purchases would have been 
made with cash, robbery and burglary would have in- 
creased as well as insurance premiums against them. We 
have more bank deposits per capita and sign more checks 
than all the rest of the world combined but if it became 
expensive the people might change their habits. 


The far-seeing have begun to take the 


Inflation possibility of inflation into account in 
Clouse in commercial transactions. An early in- 

stance, if not the first, developed in the 
Contracts negotiations for the ground rent of the 


plot at the northwest corner of Forty- 
second Street and Seventh Avenue, New York, owned by 
Gerry Estates, Inc., one of the large New York fortunes. 
The site is an historic one made famous by Oscar Hammer- 
stein with his Music Hall of the early 1900s and now oc- 
cupied by the Rialto Theatre, a picture house owned by 
Paramount-Publix. It has been losing about $80,000 a 
year and the corporation desired to be rid of it. 

A group of real estate operators had an option on the 
property and intended to demolish the theatre and erect 
an inexpensive three-story building exclusively for shops 
and offices. It was necessary to have the consent of the 
ground owners. The land is currently valued at $2,000,000, 
the probable low of twenty years. When Gerry Estates 
presented its contract assenting to the change it was found 
that on the left margin of the sheet, in bold type and con- 
spicuous red, was a caption new and startling to these 
experienced real estate men: “Inflation Clause.” The 
wording of the paragraph was to the affect that if the 
rentals from the proposed new building exceeded $400,000 
in any year a certain proportion of the excess was to revert 
to Gerry Estates, Inc., in addition to the ground rent. 

The deal has been temporarily halted owing to new litiga- 
tion against Paramount-Publix, which is in bankruptcy, 
but the negotiations preceded by a week President Roose- 
velt’s request for $10 billions for emergency expenses. 
Henceforth and until he declares himself on the price at 
which the dollar is to be supported an inflation clause will 
doubtless be a part of all corhmercial contracts. 
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Or Gossip a Customers’ Man 


Hears Around Broad and Wall jay. 


Avira Byrp will soon be returning a few compliments by naming some 
lands, bays, inlets, harbors and ranges in the Antarctic after the friends of 
the new expedition, among which are the genial Beer Baron Jacob Ruppert and 
General Foods Colby Chester. Did you know that a mountain range 
down there was named after Edsel Ford and a couple of bays after Paul Block 
and Arthur Sulzberger?—which reminds us that recent maps of the Antarctic 
don’t show the Charles V. Bob Mountains any more since Mr. Bob got into 
trouble with the Blue Sky laws. If you think that the Byrd Expedition 
is just a winter sports adventure, you won’t consider seriously the digging 
around the mountains—there may be gold in them “thar” hills. And 
just because John Bull thinks that Uncle Sam is reserving too much territory 
at the bottom of the world, the British will soon send an expedition down there. 
. . . Another expedition which will be well worth following is the one headed 
by Admiral Richard Whitney when he embarks to Washington to study the 
Congressional volcano which threatens to bury the Stock Exchange. 


Wanine’s PENNSYLVANIANS, which has danced a good many products into 
prominence, will be on the air for Henry Ford early next month—after all 
Henry has done for the square dance, who would have thought he’d go in 
for jazz? Did you know that before Schenley Distillers hired Grover 
Whalen the company planned to spend a million dollars on the radio but did 
not get it over? And strange it will be with Ex-Police Commissioner 
Whalen heading one of the big distilleries when Ex-Police Commissioner Enright 
begins his attack on National Distillers and Schenley charging monopoly. 
; Housewives will soon be able to learn how to use a revolver at home 
with a new vacuum cleaner equipped with a real pistol grip, trigger and all. 
‘ Bread and gravy fans will be interested to know that the several kinds 
of gravy will soon be packed in bottles. And the onion fiends will be 
glad to know that they can buy onion salts in the same form as celery 
salts. 


Six ScHOOL TEACHERS, five club women, three politicans and one social leader 
make up the Consumers’ Board which is taking care of your interest as a buyer 
—looks as though the politicians hold the balance of power. Add to 
your list of queer advertising diseases, “Coalitosis,” which is what your furnace 
has if you don’t own an oil burner. Don’t be surprised if the Treasury 
tosses a long term bond issue at the banks soon—it will be a trial balloon to test 
sentiment. Germany has nothing on us teaching their school children 
to throw hand grenades—we have the only aviation kindergarten in Newark, 
N. J. . . . Those modernistic cigarette boxes which Brown & Williamson 
will soon give away with its “Kool” cigarettes are made of “Textolite’—and did 
you know that this plastic is a product of General Electric? . . . 


Jaran’s progress is not all in armaments—the country has just opened the 
world’s largest Vierendell type lift bridge which has no diagonals, no rivets and 
no visible machinery—it’s all-welded. . . The Annual Liar’s Convention 
will be held in Milwaukee this year—probably to lend color to the stories that 
the members bring home about how much beer they were able to drink at one 
sitting. If anyone tells you about an airplane which flys like a bird, 
you can believe the story—a new plane has been perfected that flaps its wings 
like a gull and aviation insiders expect the invention to revolutionize the in- 
dustry, sooner or later. So good has been the reception for auto radios 
that one company is bringing out a special set. for motor boats this spring— 
now all we need is a :adio set for motorcycles, bicycles and baby carriages. 
Ae Continental Can is doing all it can to help recovery running its machine 
shops double-time to produce machinery for making non-refillable lubricating 
oil containers. . . . 


Russia will soon harness the Volga River for electricity—will this mean that 
the famous Volga Boatmen will be changed to the Electric Boatmen? F 
Incidentally, the men interested in the possibilities of Electric Boat have become 
somewhat discouraged with the action on the stock recently. A current 
survey of the boardrooms of Stock Exchange houses reveals that the cross-word 
puzzle is still the leading pastime—contract bridge, penny matching and crap 
are virtually tabu. Now that Congress is in session again, U. S. 
Gypsum is getting active again—but perhaps there’s no connection because 
U. S. Steel is just as active as ever. . . . And this reminds us that the 
name of Atlas Tack should be changed to Atlas Tact to show that the manage- 
ment is trying to overcome recent embarrassments, 


JANUARY 17, 1934. 


. 


owest cost 
ina 
generation 
now features the safe comfort 
of Santa Fe rail travel through- 
out the Southwest. Fares ar 


down as much as 50%—daily 
between all points. Sleeping car 


charges have been cut 334%. 

Savings will more than pay for 
a famous Santa Fe side-trip—an 
Indian-detour, or Grand Canyon; 
or for extra days of sunny warmth 
among the ranches, resorts, desert 
oases and white beaches of 


or southern Arizona Fine daily 
Santa Fe trains, on the shortest route 
from Chicago to Los Angeles, serve 
all that vast winter playground. THE 
CHIEF, again this winter, carries 
tri-weekly Phoenix Pullman. And 
always Fred Harvey dining service. 


Must mail this 


W. J. BLACK, P. T. M., Santa Fe System Lines 
1189 Railway Exchange, Chicago, lilinois 

Send Picture Folders and new low Santa Fe fares 
from to. 


WE HAVE A 
SERVICE 


1. That bases its conclusions on 
sound economics and a proven 
solution. 


2. That tells the trend of specula- 
tive stock prices. 


3. That estimates the extent of the 
next movement in that prede- 
termined trend. 


4. That indicates in what groups 
stocks will have the widest 
favorable fluctuation. 


5. That advises the proper time to 
BUY—SELL or AVOID certain 
groups of stocks. 


6. That condenses this valuable in- 
formation into a concise, under- 
standable letter called 


7. That offers you a free 244 page 
book “How To Forecast A BULL 
MARKET’ and samples of the 
WEEKLY LETTER, all on request 
addressed to Desk 344. 


24 FENWAY 
BOSTON, MASS. 


ODD LOTS 


In listed securities carried on 
conservative margin 


Your Inquiries Invited 


Bunsrcombe & Co. 
Members New York Stock Exchange 
60 Broad St. New York 
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Butts 


AMONG 


AND 


THE 


BEARS 


These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Alaska Juneau 4 


Closing 1933 midway between its 
high and low prices for the year, 
Alaska Juneau is not what it used to 
be when the hand of a large market 
operator was guiding its destinies. 
The directors have met, however, and 
declared the regular and extra divi- 
dends of fifteen cents each, both paya- 
ble on February 1, 1934, despite recent 
reports that earnings in the closing 
months of last year had declined as 
compared with the rate of income 
around mid-year. It is being estimated 
that the report for 1933 will show 
about 75 cents a share, before deple- 
tion, against 57 cents a share in 1932. 


We have ploughed the good furrow and 
planted the good seed—next we must 
cultivate the soil to reap the benefits 
of recovery. 


American Tel. & Tel. 4 ~— 


Resuming its leadership of the public 
utility section of the list last week, 
American Tel. & Tel. moved forward 
briskly for its best advance in several 
weeks in response to the estimate that 
earnings for 1933 were in excess of 
$136 millions. This would equal be- 
tween $7.30 and $7.40 a share on the 
18.7 million shares outstanding, as 
compared with $145 millions or $7.82 
a share for 1932. The most impres- 
sive part of the estimate, however, is 
the indication that earnings for the 
final quarter of 1933 exceeded the same 
quarter of the previous year. It now 
appears as though the uncertainty re- 
garding the continuance of the $9 an- 
nual dividend rate had been largely 
dissipated and the fact that the com- 
pany was able to maintain this high 
rate of payment throughout the world’s 
worst depression should certainly go 
down in the annals of finance as an 
outstanding achievement. 


What Congress says and does during 
the next several weeks should be 
watched carefully for its market in- 
terpretation. 


Beatrice Creamery 4 


Some idea of unfavorable trend in 
the dairying industry is brought forci- 
bly to light in the statement of 
Beatrice Creamery for the three months 
ended November 30, 1933. The report 
discloses a deficit, after all charges in- 
cluding inventory losses, of $1.21 a 
share which, including the profit of 82 
cents a share for the six months ended 
August 30, 1933, makes a loss of 86 
cents a share for the nine months’ 
period. As the company is now in its 
least favorable season, when ice eream 


sales are practically nil, it is to be ex- 
pected that operations for the fiscal 
year ended February 28 will show a 
larger loss than the deficit of 84 cents 
a share reported for the 1933 fiscal 
year. Until the dairy industry can 
work its way from under the heavy 
surplus stocks: of cream, butter and 
cheese, inventory losses are bound to 
recur and prices can not be stabilized. 


The automobile industry is in the most 
underinventoried position of its history. 


Collins & Aikman Corp.“ “C” 


Reflecting the seasonal inactivity in 
the motor industry, earnings for the 
quarter ended November 25, 1933, 
equivalent to 18 cents per common 
share, were sharply below the 93 cents 
per share result shown in the preced- 
ing quarter. Collins & Aikman de- 
pends on the automobile industry for 
approximately two-thirds of its sales 
volume, since it is an important pro- 
ducer of pile fabric. The company is 
now in its most profitable season, and 
with prospects for increased motor 
production bright, a favorable result is 
indicated for the current period, but 
from a longer term viewpoint a dis- 
advantage in this situation is Collins 
& Aikman’s record of erratic earnings. 


The traction issues are coming in for 
another whirl on the resumption of 
conferences for rapid transit unifica- 
tion in New York City, but exactly 
what will happen is anybody’s guess. 


Curtis Publishing 4 — 

The declaration of a dividend of 50 
cents on account of accumulations on 
the $7 cumulative preferred stock of 
Curtis Publishing directs attention to 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON 
Amer. Com. Alcohol...... C+toB 
Amer. Radiator. ......... to C+ 
Atlantic Refining ........ C+toB 
Libbey-Owen-Ford ....... B toB+ 
Phillips Petroleum .. .... Cc teocC+ 
Transamerica toC+ 
PREFERRED 
American Radiator ...... C+toB 
Endicott-Johnson ........ B toB+ 
toC+ 


the progress the company has made 
since the close of a year ago. The big 
publisher entered the New Year with 
advertising definitely o1. the up-trend, 
as compared with the opposite just a 
year ago. This gain has been apparent 
since August, and the lineage figures 
for the last month of 1933 make an in- 
teresting contrast: 


December 1932 1933 ~=Increase 
Country i 

Gentleman .. 15,614 22.986 +46.7% 
Saturday Evening 

110,843 133,971 
Ladies’ Hom 

Journal 42,972 46,353 + 7.9 


It is not to be expected that the 
earnings of the company for the final 
quarter of last year will eliminate the 
loss of $1.90 a share reported for the 
first nine months of 1933 but some 
progress was undoubtedly made. The 
outlook for 1934 is beclouded by in- 
creased costs, not only wage increases 
under the NRA but also higher costs 
for printing. engraving, ink and paper 
which in turn are due to the codes of 
those respective industries. 


The food industry entered the New 
Year without the prospect of inventory 
losses for the first time since 1929, 


Endicott-Johnson Corp.4 “C+” 


Continuing the satisfactory showing 
which the leading shoe companies are 
recording, Endicott-Johnson reported 
earnings for the fiscal year ended No- 
vember 30 equal to $4.30 per share of 
common stock. Unit production was 
some 9 per cent ahead of the previous 
fiscal period, while dollar sales volume 
increased 14 per cent. Inventory ac- 
count was some 32 per cent higher on 
November 30 of last year, and finan- 
cial position remains strong. 


The “odd-lotters” are threatened by the 
prospect of stiffening margin require- 
ments—they are a mighty group, how- 
ever, and may be able to make them- 
selves heard. 


Lehman Corporation 4 


Although 1933 was a more favorable 
period for the general management 
trusts due to the “bull market” in the 
late spring and early summer, the lat- 
ter half of the year created many in- 
vestment problems. The net asset 
value of the Lehman Corporation as of 
December 31, 1933, was equivalent to 
$80.51 per share, as compared with 
$84.01 on June 30. In the same period 
the Standard Statistics average of 90 
stocks declined from 86.7 to 80.2 on 
December 30. Investors were inter- 
ested in the $24,000 loss realized from 
commodity transactions which, accord- 
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ing to reports, was due to over- 
optimism when May wheat was selling 
above 95 cents per bushel, and expecta- 
tions of higher rubber prices resulting 
from production restriction. No long 
position in commodities was included 
in the year-end balance sheet. Of fur- 
ther interest is that the net profit 
recorded was almost sufficient to write- 
down unrealized losses in securities 
owned. 


Tips do not a market make and the 
sooner the tipsters are eliminated a 
sound and stabilized price trend can 
be expected. 


Transamerica 4 “C+” 

With the declaration of a 12}-cent 
per share dividend, of which approxi- 
mately one-half was received as the 
per share proportion of the November 
dividend declaration by controlled 
Bancamerica-Blair, the re-established 
Giannini régime looked back on a good 
year. The 99 per cent owned Bank of 
American National Trust and Savings 
Association, which is the largest in- 
vestment of the company, had just re- 
ported 1933 earnings of more than $9 
millions, including California Bank of 
America. Other subsidiaries were 
likewise doing better and enabling the 
company to reduce bank loans by more 
than $6 millions. The 9 per cent in- 
terest in the stock of the National City 
Bank was, perhaps, not as satisfactory, 
but dividends were still being received. 
At some time within the next five years 
the company must relinquish its hold- 
ings in Bancamerica-Blair to comply 
with the Banking Act of 1933, but 
otherwise no material changes in the 
stock holdings are indicated. 


The trucking companies are beginning 
to look to their laurels since the rail- 
roads took up their store-door delivery 
plan. 


Western Dairy Products 4 “D+” 


With a deficit of $3.42 a share for 
the nine months ended September 30, 
1933, staring the directors in the face 
it is small wonder that they should 
decide to bring about the reorganiza- 
tion of the company which has been 
in the wind for some months. Stock- 
holders and bondholders will soon be 
advised of a plan for the formation of 
a new company to be known as West- 
ern Dairies, Inc., which will acquire 
the assets of Western Dairy Products 
Company and Western Dairy Products, 
Inc., through an exchange of securities. 
Full details of the plan will be sub- 
mitted to the security holders as soon 
as possible under the Federal Securi- 
ties Act. 


WEEKLY RECORD OF EARNINGS 


EARNED PER SHARE: 12 Menthe, 31 


1932 


12 Months to November 30 

Automatic Voting Machine ....... 0.19 0.03 
Endicott-Johnson 4.30 1.80 
nil 0.39 
Bice-Stix Dry Goods 2.80 nil 
9 Months to November 30 

Collins & Ackman ..ccccccccese 0.91 nil 
12 Months to October 28 
Morrell & Co. (John) ....0.+-.. 3.60 1.08 
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Satmon P. Cuase, Secretary of the Treasury under 


‘THE CHASE 


NATIONAL BANK 
of the (ity of New York 


STATEMENT of CONDITION DECEMBER 30, 1933 


RESOURCES 


304,790,578.05 


U. S. GoveRNMENT SECURITIES. « « «  207,064,186.07 
Strate AND Municipat SECURITIES 
Orner State AND Municipat SECURITIES « $0,089,077.47 
Orner SEcuRITIES 
MATURING WITHIN TWO YEARS. « «© © 51,885,072.32 
Repemption Funp—Unirep States TREASURER. . 1,250,000.00 
Cusromers’ AceepTaNCE LIABILITY . . . 94,506,175.49 
$1,715,188,302.66 


3 148,000,000.00 


9,187,898.62 
RESERVE FOR TAXES, INTEREST, ETC.. « 1,224,295.27 
Divipenp PayaBLe January 1, 1934. 2,590,000.00 
CERTIFIED AND CASHIER’S CHECKS . 25,640,124.56 


LIABILITY AS Enporser ON ACCEPTANCES 


99,716,312.19 


389,044.71 
$1,715,188,302.66 


This statement does not include the statements of any of 
the organizations affiliated with The Chase National Bank. 


Note: In conformity with law, the foregoing statement reflects only the 
condition of the books as of December 30, 1933, and does not give effect to the 
revision of capitalization to be voted on by the shareholders or the changes 
incident thereto in the accounts of assets and liabilities. 
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) Rock | 
‘Island | 


QUICKEST 


_ THROUGH SERVICE 


RS 


VIA 


GOLDEN 
STATE 


LIMITED 
No Extra Fare 


And it’s just an over- 
night trip from Phoenix 
to Los Angeles. 

Visit Southern Arizona 
en route to the Coast. 


Take the Through service to 
Direct Ph ix, San Di Los 
Diagonal 


Angeles, Santa Barbara 
...-only through service 
to Tucson, Chandler, 
Palm Springs, Agua 
Caliente...the low alti- 
tude way. 

Shortest, quickest 
through service from 
St. Louis. 

Radical reductions in 
rail fares and Pullman 


Short-cut to 
sunshine 
land—Win- 
ter’s most 
colorful 
playground. 


and 5-7072 


ROCK ISLAND 


THE ROAD OF UNUSUAL SERVICE 


OPENING AN ACCOUNT 


Many helpful hints on trading proce- 
dure and methods in our booklet. Copy 
free on request. Ask for booklet K 6. 


Any listed security bought and sold 


CisHoim &@ (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


New Decline 
Ahead? 


Send for FREE Builetin FWJ-13 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 
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4 Amer. Ag. Chem. — 


Crop Conditions Point 
to Earnings Gain 


HE most im- 
portant sin- 
gle factor in 


determining prof- 
its of fertilizer 
companies is the farmers’ purchas- 
ing power. Consequently the gain 
in farm income under the farm relief 
program has given new hope to the 
fertilizer industry, which as a whole 
has lost money in all but two years 
since the world war because of sale 
of goods below production cost and the 
inability of the farmers to buy suffi- 
cient fertilizers. 


Fertilizer’s Strategic Position’ 


Other factors which prevented 
profits during recent years were the 
extremely keen competition for a re- 
duced volume of business and the en- 
suing ruinous and unethical mer- 
chandising methods. These unsound 
conditions have been practically elimi- 
nated through the adoption of a code 
regulating wages, working hours and 
merchandising methods, which also 
prevents sales below production costs. 
While minimum wages and hours have 
almost doubled labor costs in fertilizer 
manufacture, the increase in total pro- 
duction costs is relatively small be- 
cause in the aggregate labor expenses 
represent only: about 10 per cent of 
total costs. This standardization of 
labor costs and regulation of mer- 
chandising methods under the code 
have placed the larger companies with 
the most efficient production methods 
in an advantageously strategical posi- 
tion to benefit from the changed con- 
ditions in this industry. 

American Agricultural Chemical 
Corporation for the three months 
ended September 30, 1933 (the first 
quarter of its fiscal year), reported a 


deficit of $232,000, 
as against a net 
loss of $353,000 
for the corre- 
sponding quarter 
in 1932. The improvement is at- 
tributed to smaller credit losses, an 
early result of improved farmers’ pur- 
chasing power for a period when the 
new code was not yet effective. The 
expected improvement in operating re- 
sults should come principally during 
the third and fourth quarters of the 
fiscal year ending June 30, 1934, be- 
cause of the seasonal character of the 
fertilizer business. About 85 per cent 
of all sales take place during the four 
months from January to April and 
volume depends largely upon the in- 
come received during the preceding 
crop year, which in the current situa- 
tion has been bolstered by the large 
cash payments made by the Govern- 
ment for acreage reduction. 


A Well Integrated Unit 


American Agricultural Chemical 
represents a well and thoroughly in- 
tegrated unit in its field from the 
mining of raw material to the sale of 
its finished products, principally mixed 
fertilizers. About 35 per cent of its 
output is taken by grain producers, 20 
per cent by cotton growers, 15 per 
cent by potato farmers and 10 per 
cent by tobacco planters, the balance 
going to miscellaneous crops. The 
trend of the company’s operating in- 
come and its relationship to the grain 
and cotton crops as well as to the 
volume of fertilizer sales during the 
last 12 years are shown in the accom- 
panying chart. 

Grain, cotton and tobacco are in- 
cluded in the Government’s crop reduc- 
tion program and _ substantial cash 
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bonuses have already been paid to the 
growers. This method has permitted 
the recipients to pay their debts and 
American Agricultural Chemical ex- 
pects a substantial improvement of its 
receivables from this development. 
While on the other hand this acreage 
reduction theoretically has a tendency 
to decrease fertilizer demand, this dis- 
advantage is more than offset by the 
generally improved purchasing power 
of the farmers, a better price structure 
in the fertilizer markets, and the 
natural inclination to cultivate more 
intensively the remaining acreage. 
Consequently the trend shown by 
American Agricultural during the first 
quarter of the current fiscal year is 
likely to continue and should enable 
the company to show an operating 
profit for the full year ending next 
June 30. 

As a result of its reorganization 
early in 1931 American Agricultural 
Chemical has only one class of stock 
outstanding, namely 315,701 shares of 
common stock. The entire issue of 
bonds due 1941 of the predecessor 
company was redeemed on August 1, 
1931, and today there is no funded 
debt. The plant account in the 1931 
reorganization was written down by 
about $10.8 millions and mining prop- 
erties by more than $12 millions. This 
procedure has substantially reduced 
the annual requirements for deprecia- 
tion and depletion and the present 
values of the company’s fixed assets 
are carried on a very conservative 
basis. 


Financial Position Strong 


Financial position as of June 30, 
1938, was very strong with current 
assets of $13.8 millions against current 
liabilities of only $479,000, or a ratio 
of 28.7-to-1. Cash alone amounted to 
$5.2 millions or $16.40 per share of 
the common whereas net working 
capital was equivalent to $42.08 per 
share last June 30. 

With increased farmers’ purchasing 
power a larger volume of new business 
can reasonably be expected and like- 
wise a progressive conversion of old 
receivables into cash. The firmer price 
structure and the elimination of ruin- 
ous competition through the NRA code 
for the fertilizer industry indicate the 
possibility of operating profits for the 
current year for American Agricul- 
tural Chemical. 

While a demonstration plant for the 
manufacture of mixed fertilizers is 
currently in process of construction at 
Muscle Shoals, competition through 
mass production from this source is un- 
likely to occur during the next few 
years. Present plants at Muscle 
Shoals permit only the manufacture of 
nitrogen fertilizers, the process used is 
scientifically obsolete and production 
costs too high. 

At current prices for the common, 
which are about 60 per cent of 
working capital per share, the stock 
appears to be undervalued in com- 
parison with similar situations. Be- 
cause of the small capitalization, 
strong financial position and large cash 
holdings, a moderate increase in vol- 
ume of business and ensuing actual 
net earnings would bring the time 
nearer where an initial dividend on 
the common could be declared. 
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5,436-Word Investing and 
Trading Pamphlet 


FREE! 


@ A new investment and trading philosophy is outlined in a 

remarkable article by a staff member of the A. W. Wetsel 
Advisory Service, Inc. Stripping the trappings from long held, 
popular fallacies and half-truths about investing, it lays bare 
the basic principles that protect capital and make possible a 


more rapid growth. 


@ It deals fearlessly and specifically with such puzzling ques- 


tions as 


—Which securities to deal in 


—When to buy 
—When to sell 


—When to stay OUT of the market 
—Why statistics fail to signal vital turning points 
—tThe superiority of Technical Analysis 
—What are forecasting factors and what are not 


® In addition, it shows the real CAUSES of most financial 
losses and tells how to make substantial progress through 
the adoption of dynamic, positive methods that make for 


genuine conservatism. 


®@ Send for this pamphlet—see for yourself how old precepts 
have failed, how this new understanding of investment 


principles not only protects but builds up capital. 


coupon, today. 


Mail this 


A. W. WETSEL ADVISORY SERVICE, INC. 


Investment Counselors 


CHRYSLER BUILDING 


NEW YORK, N. Y. | 


You may send me a copy of “How to Protect Your Capital and Accelerate Its Growth 


. . Through Trading.” No obligation. 


Name..... 


Which Stocks Are 
—a Buy Now? =| 


Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 


BABSONCHART 
Div. 81-48, Babson Park, Mass. 


CHES OFF 


“Director Belt reduced my waistline from "3m 
42 to 34 inches. I feel 10 years younger. : 
gone—no tired, bloated feeling 
after meals.”—G. NEwrTon, Troy, N.Y. 
Director Belt instantly improves your 
appearance, puts snap in 
lieves “shortness of breath 


ike action 
and rity ina normal way without 
use of harsh, irritating cathartics. You 
and feel years 


us prove our claims. 
No tion. Write to- 
1 day for trial offer. 


When Writing to Advertisers Please Mention THE FINANCIAL WORLD 


Pw-10d 
“ak 
VIGOR as fat vanishes. 
Loose, fallen abdominal muscies go 
back where they belong. Gentle mas- 
: 
NO DRUGS 
SENT 
id 
TRIAL 
LANDON & WARNER 352%, ‘tichiean Ave. 
Dot. N-43, Chicago, It. 


Resolved 
Profits for 1934 


but not by guessing 


H. M. Gartley, national recognized Mar- 
ket Analyst, whose articles are appear- 
ing weekly in the Financial World, can 
help you to 


Know when to Buy 
Know what to Buy 
Know when to Sell 


His plan and instruction teach you the 
method and the reason, causes and ef- 
fects, interpretation of trends, and give 
you the basic principles of transferring 
losses into gains for 1934. 

A 83-page brochure entitled, “Stock 
Market Profits,” which points the way 
to answer these questions, will be sent 
upon request. 


H.M. GARTLEY 


48 WALL ST. NEW YORK 


Did You Make 
Money in 1933 


I’ your investment account is not 

today than a year ago, 
profitably use UNITED 

OPINION Reports. 


THE 15-Stock Investment Program _recom- 
mended to UNITED clients for 1933 has 
showed a 24 per cent. larger net gain for 
the year than did the Dow Jones averages. 
(Detailed report on request.) 


10 Stocks for 1934 


IF you want to share in the profits 
which will be made as business im- 

oves, you should have our new 
UNITED OPINION list of 10 outstand- 
ing stocks for 1934. 


Send for Bulletin FW-65 FREE! 
(Please print name and address) 


UNITED BUSINESS SERVICE 


GRAIN TRADERS 


Our Bulletin of Jan. 15th gives a review 
of the market factors that were responsible 
for many significant grain markets in past 
years. Some of these same old price mak- 
ing factors will influence the wheat market 
later in the season. Other important fea- 
tures of this Bulletin are: 
1. A chart showing the daily price range 
of 8 Aes for the past four months 


J Two tables giving the wheat produc- 
tion and acreage in the principal wheat 
producing countries of the World. 

3. A map s ing the grasshopper in- 
fested area of the United States and 
Canadian Spring wheat belt, with an 
estimate of the possible damage from 
these pests this coming Summer, 

The above bulletin will be sent free on request. 

Ralph M. Ainsworth has just eet a new 
book of 252 pages, which gives all of the more 
important rules that are used as a basis in mak- 
ing grain market forecasts. Price $3.50 at lead- 


ing book stores or sent postpaid. 
AINSWORTH'S FINANCIAL SERVICE 
Mason City 


Box 605 Ilinois 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N.Y. Tel WHitehall 4-6400 


OSS A COIN 


You can duplicate the market action of 
leading stocks by penny. 
Mathematical proof for $1. 
Read this analysis you make your 
next transect 
WILLIAM 111 Sutter Bldg. 
San Francisco, California 


The Commodity 
Situation 


noted in cotton prices, with futures 

testing the 11l-cent level which 
gives promise of offering somewhat 
less resistance than the 10-cent bar- 
rier. The action of the Government in 
lending 10 cents a pound on 1933 
cotton, and advancing an additional 4 
cents on the 6-cent options which were 
allotted under the 1933 acreage re- 
duction plan, appears to have driven a 
fairly firm peg in the price ladder at 
the 10-cent rung. The administration 
of the AAA is pushing vigorously its 
1934 curtailment program and it is 
expected that the planted acreage will 
be held to the projected 25 million 
acres. The advance of the staple 
beyond 10 cents created a new situa- 
tion which the Government was forced 
to recognize with a sharp admonition; 
farmers holding the 6-cent options on 
which the additional loan of 4 cents 
had been made were reported selling 
their options to speculatively-inclined 
middlemen who overlooked the fact 
that the options are not transferable. 


in improvement has been 


for planting al- 
ready are under way in the South- 
west, and within the next few weeks 
a considerable portion of that section 
will be ready for seeding. The sales 
of fertilizer tags will soon be watched 


closely for indications of whether the’ 


farmers will endeavor to intensify 
their tillage for the purpose of raising 
another bumper per-acre crop, stimu- 
lated by the prospect of 12 to 14 cent 
cotton this summer. 


ORLD production of cotton con- 

tinued on the upgrade during 
November which, contrary to the trend 
of previous years, showed a one per 
cent increase over October. World 
spinning is now at a rate close to the 
1929 levels set when the depression 
was just beginning to get under way. 
In November, 1933, world consumption 
totalled 2,130,000 bales against 2,198,- 
000 in November, 1929, while for the 
first four months of the cotton year, 
which begins August 1, world con- 
sumption reached 8,521,000 bales 
against 8,624,000 in the same four 
months of 1929; the depression low 


for this period was established in 1931 
with 7,777,000 bales consumed. 
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BOOKS 


to Help Investors and 
Traders in Stocks and Bonds 


“Fitch Annual Bond Record” 
By Fitch Pub. Con, we 1, 1934, edition (256 
pages) $2 


You wouldn't buy a house with a crumbling 
foundation. Why buy stocks in a company with 
a weak or questionable bond structure? If there 
is one indispensable book for every investor 
(large and small) in stocks as well as bonds, 
this new 1934 edition of The Fitch Annual Bond 
Record is it. A boiled-down statistical 256-page. 
pocket size report for the entire year of 19331 
It covers the complete list of domestic and for- 
eign bonds traded on The New York Stock Ex- 


with active Unlisted Bonds, a total of 
bonds, all arranged alphabetically. Liberty Bonds 
are shown separately. Heavy paper cover. Price 
$2.00 postpaid. 


“Graphic Chart Portfolio of 52 Market 
Leaders” 
January Edition now ready. $2.50 


Arithmetic charts of the daily price range of 52 
leading stocks for eight months ending Decem- 
ber 3lst, 1933. Other valuable data on earn- 
ings, dividends and yearly high and low, 1920- 
— Size 8%x10% inches. Price $2.50 post- 


“Investment Fundamentals”’ 
By Roger W. Babson...... $3.00 


The head of Babson Statistical Organization, Inc. 
sets out to take the mystery out of successful 
investment in securities. His book contains 
answers to questions asked by the average in- 
vestor, and a specific guide to the profitable use 
of surplus capital. Chapters of special interest 
are: Balance Sheets, Ratings, Investment Opera- 
tions, Trading Operations, Buying and Selling, 
and The Long Range Outlook. Methods and 
principles presented can, the author believes, be 
applied to $1,000 or $100,000. Price $3.00 
postpaid. 


Our 12 Best Sellers in December 
Ranked as Follows: 
(1) “TRADING PROFITS IN LOW PRICED 
STOCKS” 


By Arthur Rolland (63 pages) paper cover. .$1.00 
(2) ESSFUL SPECULATION IN COM- 
MON STOCKS’ 
By William Law (420 pages) ........... $3.50 
(3) “WALL STREET VENTURES AND AD- 
VENTURES” 
By ant D. Wyckoff (317 pages—pub. at 


(4) “TAPE READING AND MARKET TACTICS” 


By Humphrey B. Neill (232 pages) ...... $3.00 
(5) “COMING COLLAPSE IN GOLD” 

By L. L. B. Angas (91 pages) paper cover . .$2.25 
(6) “BEATING THE STOCK MARKET” 

Pub. by Duffield & Green (155 pages) ..... $1.00 
(7) “GRAPHIC CHART PORTFOLIO” 

Charting daily price movements of 52 stock 

market leaders for eight months ending oe 

cember 31, 1933—January edition ready ...$2.50 
oo MOVEMENTS AND SPECULA- 


By Frederic Drew Bond (211 pages) 
sa MARKET THEORY AND PRAC- 


By R. W. Schabacker (875 ——. at 


(10) “THE DOW THEORY” 

By Robert Rhea (257 pages) ............. $3.50 
(11) “PROFITABLE GRAIN TRADING” 

By Ralph M. Ainsworth (256 pages) . 83.50 


(12) ino OF BANKING AND 
FINANC 


A atonar of Wall Street (756 pages—pub. 


We Supply Any Book You Want—Send Your 


Check or Money Order With All Book Orders 
to:— The BOOK DEPARTMENT. 


THE FINANCIAL WORLD 
53 Park Place, New York, N. Y. 


Our weekly bulletin, “‘Market Ac- 
tion,”’ is for traders and long-term 
investors who want to know en to 
Buy and When to Sell leading, ac- 
tive stocks. Recommendations are 
definite and cones, Free sample 

on it—or 4 weeks for $1. 
WETSEL Market Bureau, Inc., 603A 
Empire State Bidg., New York City. 
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Dividends Declared 


Company 
Adams-Millis Corp 
Products...... 5e 


Amer. Gas & Elec. pf 
Amer. Lt. & Trac. 6%, 
Amer. & Fdry. 
Appona) 

Midland pf 
Atlas Powder pf 

Rest & Co 


Do 
Cluett 
4 Edison 
pf. 


Eureka Pi 
Flour Mills Loo pf.. 
General Cigar 


Hercules Powder pf... 
Hollinger Cons. Gold Mines. 


. (N. Y.) 40c 
International Printing Ink pf. 
Kaufmann Strs. 

special 

Link Belt 
Lone Star Gas, 614% pf.. 
Biscuit 


$1.75 
pf. .$1.6214 
50e 


National Biscuit 1% pf 
National Carbon 8% pf 
National P. & L. $6 pf 
National Tea 544% 
Naumkeag Steam 
File 


Pacific Lighting 
Procter & Gamble 


Penn Salt Mfg ‘5e 
Peoples Tele $1,50 
Simms Petroleum 
a Amer. Inv. pf 
South. Cal. eg Ltd 
Spicer Mfg. $3 p 
Stahl-Meyer, ‘abe 
Teck Hughes Gol 


algree 
Lave Grocery, A 


Woot (F. W.).. 


LOLLLO ZZ ZOOLOOOO;: OC LOC Z: COLOOVLOO: COOO: OOCCOLOOZ 


Accumulated 


Amer. Smelting & Ref. 7% pf.. .$2.50 
Ludlum Steel pf 1.621; 
Maytag Co. $6 pf 

Neisner Bros. 


Penney (J. C.) Co..,...... 

Final 
Woolworth (F. W.) & Co,, Ltd. .23 6d 


Increased 


Lane Cotton Mills... 
St. Louis Nat. Stk yds........$2.25 


Initial 
Trans-Lux Picture 
Union Bag & Paper....,........ $1 
Resumed 
Amer. Cyanamid, A d 


Creamery Pkg. Mfg 
Goes Northern Iron Ore. Prop. 


Pitney Bowes 
Rice-Stix Dry Goods. . pie 
Transamerica 


Guenther Publishing 

*Payable in cash or Class B Stock, 
JANUARY 17, 


| should elicit a good 


RAIL BOND MATURITIES 


continued from page 54 


the offers have consisted of 50 per cent 
cash payment and 50 per cent in new 
long term bonds but this formula has 
not been followed in all cases. Recent 
statements by Jesse Jones, chairman of 
the Reconstruction Finance Corpora- 
tion, indicate that RFC funds will be 
available for aid in meeting railroad 
bond maturities this year. However, 
Mr. Jones indicated that banking in- 
stitutions should do more to aid in 
meeting these maturities, so the 
amount of RFC cash may be limited 
to amounts sufficient to pay materially 
less than 50 per cent of principal. 
Possibly 25 per cent will be adopted 
as a new lending formula. 

However, even if the RFC should 
advance only sufficient funds to permit 
a cash payment of maturing bonds of 
about 25 per cent, and the remainder 
should be offered in new bonds, it 
seems probable that several of the 
roads with large 1934 maturities would 
be successful in obtaining the coopera- 
tion of their bondholders in a settle- 
ment of this type. 


The Largest Maturities 


The largest maturities among the 
railroads not in receivership are those 
of the New York Central, which has 
$48 millions in New York Central & 
Hudson River debentures, two smaller 
subsidiary issues, and about $20 mil- 
lions in equipment maturities to meet 
this year. The equipments and the 
relatively small subsidiary bonds will 
probably be paid off in cash, but the 
$48 millions of debentures will prob- 
ably be the subject of a “part cash- 
part refunding” plan. The debentures 
are secured under the lien of the New 
York Central consolidation mortgage 
and an equal amount of bonds are 
reserved under the latter mortgage to 
provide for their retirement. The con- 
solidation mortgage ranks ahead of the 
refunding and improvement mortgage 
and was formerly regarded as prime 
security. Even under present condi- 
tions, use of consolidation mortgage 
bonds in refunding the debentures 
responSe from 
holders of the latter. It would appear 
that the maturity should be success- 
fully negotiated, especially if early in- 
dications as to first quarter traffic are 
fulfilled. 

The next most important maturity is 
that of $20 millions Illinois Central 
4} per cent notes. Here it may be 
more difficult to formulate an attrac- 
tive refunding vehicle, since the notes 
have no mortgage or collateral security 
and the maturity is not provided for 
under any of the road’s mortgages. 
However, this is offset by the road’s 
strong financial position. Its current 
indebtedness to the RFC is very 
moderate, and a recent balance sheet 
showed net working capital of $18.4 
millions, with no notes payable out- 
standing. Here also it would appear 
that the maturity should not create 
any very serious difficulties. 

Bonds have been reserved under the 


Family Men Can’t 
Afford to Take 
Chances 


MAN with 


family responsibilities cannot 
afford to gamble with the future 
of those dependent on him. 


That’s why he turns with 
confidence to the protective 
features of life insurance. With 
it his plans cannot fail, what- 
ever happens. 


LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


JOHN HANCOCK INQUIRY BUREAU 
197 Clarendon Street, Boston, Mass. 


Please send me information about life 
insurance for protection. 


Street and No, 


Libby-Owens-Ford Glass Co. 


is discussed in 
our current circular 


SANDS, DE RHAMm & Co. 
MEMBERS NEW YORK STOCK EXCHANGE 
115 Broadway New York 
Telephone BArclay 7-0100 


Motor Stocks? 


Send for sample copy, free, of our 
“‘Special Report on Motors”’ 


AMERICAN SECURITIES SERVICE 
Suite 3120, Fifty Broadway, New York 


DIV'IDENDS 


AMERICAN GAS 
AND ELECTRIC COMPANY 


oe 
Preferred Stock Dividend 


e HE regular quarterly dividend of One 
Dollar and Fifty Cents ($1.50) per 
share on the issued and outstanding no par 
value Preferred capital stock of the company 
has been declared out of the surplus net 
earnings of the company for the quarter end- 
ing January 31, 1934, payable February 1, 
1934, to holders of such stock of record on 
the books of the company at the close of 
business January 10, 1934. 


FRANK B. BALL, Secretary. 
New York, January 4, 1934. 


CONTINENTAL GAN COMPANY , Inc. 
A regular quarterly dividend 
of sixty-two and one-half cents 
G (6242¢) per share on the common 
stock of this Company has been 
declared payable February 1 
1934, to stockholders of reco: 
Books wii close of January 25. 1934, 
not close. 
JR., Treasurer. 
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Regular 
.. Feb. 1 Jan. 19 Ree 
eb. 1 Jan. 17 
eb. 1 Jan. 10 
eb. 1 Jan. 13 
eb. 1 Jan. 20 
n. 30 Jan. 15 
vax eb. 1 Jan. 20 
eb. 1 Jan. 19 
eb. 15 Jan. 25 
n, 13 Jan. 11 
Har. 1 Feb. 15 
eb, 1 Jan, 20 
eb. 1 Jan. 15 
far. 1 Feb, 15 
far. 1 Feb. 15 
feb. 15 Jan. 25 
eb. 1 Jan. 24 
eb. 1 Jan. 15 
n. 10 Jan. 3 
Great At lan. an, 
$1.7 eb. 15 Feb. 2 
ie an. 29 Jan. 12 Y /4 77 
OMeStAKe MINING. lan. 25 Jan. 20 
Hormel (Geo. A.) Co....... 2 eb. 15 Jan. 27 
eb. 1 Jan. 12 ae 
lan. 27 Jan. 15 
feb. 1 Jan. 19 
eb. 1 Jan. 19 
far. Feb, 15 
feb. 1 Jan. 15 
feb. 1 Jan, 18 
pr. 1 Mar. 19 ene 
McCall Corp..... ‘eb. 1 Jan. 20 
1 Jan. 20 
feb. 28 Feb. 14 
feb. 1 Jan. 19 
30 
an, 2 . 20 
| feb. Jan. 20 
15 Jan. 25 
Pacific Mutual Life In..........5 an. 5 Jan. 4 Phe 
an. 15 Jan. 8 fe 
an. 15 Dee. 31 
‘eb. 1 Jan. 17 
feb. 15 Jan. 15 
‘eb. 15 Jan. 20 
an. 15 Jan. 13 
an. 5 Dec. 28 
feb. 1 Jan. 10 
Telautograph Corp.............2 feb. 1 Jan. 15 a. 
Thommeon an. 25 Jan. 15 
Toledo Edison 7% pf........58 1- ‘eb. 1 Jan. 15 
feb. 1 Jan, 15 
Do 5% eb. 1 Jan. 15 
Union Oil of Calif..............2 Feb. 10 Jan, 18 oat 
..$1. an. 20 Jan. 13 
‘eb. 1 Jan. 15 
an. 18 Jan. 13 
an. 18 Jan. 13 
: 
Jan. 16 Jan. 13 
.. Feb. 1 Jan. 15 
Feb. 1 Jan. 15 
Jan. 30 Jan. 20 | 
dan. 30 Jan. 20 
Jan. 18 Jan, 12 
Feb. 15 Feb. 1 
Jan, 25 Jan. 15 
Feb. 1 Jan. 19 
Feb. 1 Jan. 19 
50e Jan, 30 Jan. 15 
Feb. 1 Jan. 15 
.. Feb. 1 Jan. 15 
o .. Jan. Jan. 4 
., Jan. 81 Jan. 16 
Special 
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make this your year 
of investment recovery 


HAT have you done—what are you doing—to establish 
your investments on a solid foundation that will insure 
your participation in the economic recovery and business expansion of the new 
year upon which we have entered? Now is the time to take definite action, for 
enough is determinable regarding the nearby future to justify a decision as to 
which of your pet stocks and bonds should be held, which would better be disposed 
of without further ado—and what issues should be added to your portfolio. 
The investment outlook is always a mixed one in even the most prosperous 
eras and that is why the average investor—who must devote the major part of 
his time and thought to his active business interests—runs the risk of interpreting 
sporadic speculative movements as indications of the longer term trend. 


Your Own Investment Laboratory 


To serve those investors who cannot give their full time and attention to the 
study of current investment data and their interpretation in terms of security 
dollars-value, the Financial World Research Bureau is available. It is your 
investment laboratory. Investors whose portfolios are registered with us for 
direct, personal supervision are guided in a program prepared especially for them. 
Portfolios existing at the time the investor enrolls are analyzed and after a 
thorough consideration of every factor in the client’s individual situation we 
suggest the exact revisions necessary. From time to time thereafter, as conditions 
dictate, the portfolio is adjusted to the constantly shifting outlook. There are no 
group advices, nor any generalized printed circulars. Every recommendation is 
a special, individual suggestion, fitting into your program, and designed to 
maintain your portfolio in proper balance. You retain your securities in your 
own possession. Our position is strictly that of investment counsel. 


Enroll Now for Personal Supervision 


Enroll now as a client of the Research Bureau and let us guide you in building 
up or recovering your capital and in increasing or regaining your income. You 
will find the procedure simple, for it has been perfected by years of concentration 
on the problem of investor-guidance. You merely register with us the complete 
list of your securities with their cost, provide us with all the necessary data regard- 
ing your resources, requirements and objectives, and then follow the direct, positive 
recommendations as they come to you. The cost is moderate—$100 for a full 
year of supervision ; and there are no “extras.” 


Tze FINANCIAL WORLD RESEARCH BUREAU 


For complete information clip and mail the coupon printed below— 
or write a letter if you prefer. 


Jus FINANCIAL WORLD RESEARCH BUREAU 
53 Park Place, New York, N. Y. 
1-17-34 

Please send me your pamphlet that explains (without obligation to me) how your 
personal supervisory service would assist me to adopt a progressive investment 
program. I enclose a list of my investments (showing the number of shares and 
their original cost) to guide you in telling me just how The Financial World 
Research Bureau will help me to build up my capital and increase my income. 


Street 


first and refunding mortgage of the 
Chicago, Milwaukee, St. Paul & Pacific 
to provide for the retirement of the 
Milwaukee & Northern 43s. The Inter- 
state Commerce Commission has re- 
cently given the road authorization for 
issuance of $10.5 millions of the first 
and refunding bonds, completing the 
first step toward successful meeting of 
this maturity. The final outcome may 
depend in considerable measure upon 
the road’s earnings record in the first 
four or five months of the current 
year, but at the present time, there 
does not appear to be much reason for 
pessimism. 

On the other hand, the $5 millions 
maturity of the Minneapolis, St. Paul 
& Sault Ste. Marie might prove to be 
an embarrassing problem unless the 
parent company, the Canadian Pacific, 
comes to the rescue, as it has done 
frequently in recent years. The “Soo 
Line” is in very weak financial posi- 
tion, and could not have escaped re- 
ceivership many months ago had not 
the Canadian Pacific rendered substan- 
tial financial assistance. 


MOTORS FORGING AHEAD 


continued trom page 56 


only one of the independent companies 
whose improvement in earnings coin- 
cides with an increased volume of 
sales. In the cases of Graham-Paige, 
Hupp, Reo and Packard, the earnings 
improvement was achieved despite a 
fairly substantial falling off in busi- 
ness, indicating that further retrench- 
ment was the order of the day in these 
organizations during most of 1933. 
The Leaders for 1934? 

The general conclusion appears war- 
ranted from a study of the record of 
the individual companies and from a 
survey of the new offerings for 1934 
that General Motors and Chrysler will 
almost inevitably reflect any general 
trend upward or downward in the in- 
dustry, even though the effects upon 
many of the smaller companies may 
well be rather indeterminate and sub- 
ject to a lack of uniformity. 

The 43 per cent production gain in 
1933 bringing the total for cars and 
trucks produced in the United States 
and Canada to 2,048,000 units is suffi- 
ciently impressive to indicate that an 
important change in trend took place, 
so that the outlook for 1934 may jus- 
tifiably be considered favorable, sub- 
ject to development of some important 
adverse factor, rather than (as in re- 
cent years) unfavorable subject to the 
development of favorable influences 
which would reverse an existing down- 
ward trend. All attempts to gauge 
with any degree of precision the extent 
of the 1934 automobile market must of 
necessity be conjectural in character 
and subject to a considerable degree 
of inaccuracy, since there is undoubt- 
edly a substantial backlog of deferred 
demand which can be converted into 
actual purchases under the stimulus of 
further general economic and business 
improvement. An average annual re- 
placement requirement under normal 
conditions of approximately 3,000,000 
units is indicated by the fact that the 
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average car life is estimated at be- 
tween seven and eight years, and inas- 
much as total annual production over 
the past three years has averaged less 
than 2,000,000 units there now exists a 
considerable backlog of overdue re- 
placement demand. Estimates as to 
production for 1934 range from a 
minimum of about 2,500,000 units to as 
high as 3,500,000. The lower figure 
would represent an increase of about 
22 per cent over the 1933 output, and 
might very well be achieved with the 
stimulating influence of further mod- 
erate business recovery, while the 
higher figure would represent a gain 
of more than 70 per cent. 


New Year Started Right 


The New York Automobile Show has 
seemed to indicate a more real and 
keener public interest in the new offer- 
ings of the industry than had been 
manifest in several years, and in so 
far as the show may be taken as fore- 
shadowing the probable expectations 
of the year, the industry may be con- 
sidered to have embarked upon 1934 
under favorable auspices. 

Chrysler’s common stock at current 
levels would appear largely to discount 
the earnings gains already made, but 
the reception so far accorded the com- 
pany’s new models suggests that fur- 
ther sales and earnings improvement 
will be seen. General Motors common 
seems still to be lagging behind its 
probable rate of earnings gains for 
the year and appears to have room for 
further significant price improvement. 
Purely as a speculation, Hudson ap- 
pears to have possibilities on the basis 
of recent and probable future mod- 
erate earnings improvement: 


BANKER OR ALMONER? 


concluded from page 54 


had been purchased up to the end of 
1933) is probably only a temporary ex- 
pedient. Sooner or later, laws will be 
passed giving the Treasury power to 
purchase gold at prices other than the 
old rate, and this will probably end 
the RFC’s activity in this line. 

A report issued last week covering 
operations of the RFC from February 
2, 19382, to December 31, 1933, showed 
total authorizations of almost $6 bil- 
lions and total actual disbursements 
of over $4 billions, of which a little 
over $1 billion (70 per cent of which 
came from banks) has been repaid. 
The U. S. Treasury has furnished 
most of the capital, having purchased 
$500 millions stock and $2,350 millions 
debentures of the RFC. 

The probabilities are that the RFC 
will be continued more or less in its 
present form for another year. How 
long it will continue to make new 
loans will doubtless depend upon the 
nation’s progress in restoration of 
prosperity. The President’s budget 
message indicated optimism as to the 
rate of progress in that it estimated an 
excess of repayments over new ad- 
vances of $480 millions for the fiscal 
year ending June 30, 1935. But only 
time will tell. 
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Buy This Bargain Stock 
For Large Profit 


Events in the Stock Market move swiftly. Short 
delays often prove costly. The large profits are 
reserved for those who are up-to-the-minute and 
have the courage to ACT. If you are looking for 
large profits or for a way to recover losses 
quickly, fill out the coupon below. It will bring 
you valuable information without cost or obligation. 


We have thoroughly analyzed hundreds of stocks in order to locate an issue 
possessing greater-than-normal profit possibilities. Fortunately, we have discov- 
ered a stock which we believe to be one of the most attractive issues listed on 
the New York Stock Exchange. In fact, this stock promises to become one of 
the spectacular profit-producers of the future. In our opinion, it is selling for 
only a small fraction of its prospective value. 


Why This Stock 
Should Be Bought NOW 


The security in question is within the reach of all investors, 
selling as it does in the medium price range. 


‘The company is one of the best situated units in a long- 
established and fundamental industry. It is in excellent 
position to profit from improving business conditions. Both 
its near and long term prospects are preponderantly favorable. 


Most surprising of all, while this stock is one of the oldest 
and most respected issues on the New York Stock Exchange, 
it is selling for less than 4 times average per share earnings 
for the ten year period from 1923 to 1932. 


Those investors who have the courage and foresight to buy this stock AT THE 
RIGHT TIME should reap large profits. 


This is one of the most outstanding bargains that we have been able to uncover 
in along time. Most likely it will not long be available at its present price. 


The name of this bargain stock will be sent to you absolutely free, provided only 
that you have not previously written to us for similar information. We shall 
also send you an interesting little book, “MAKING MONEY IN STOCKS.” 
No charge—no obligation. Just address: INVESTORS RESEARCH 
BUREAU, INC., DIV. 499, CHIMES BLDG., SYRACUSE, N. Y, 


SIMPLY FILL OUT THE COUPON BELOW 


Investors Research Bureau, Inc. 
Div. 499, Chimes Bldg., Syracuse, N. Y. 


Send me the name of the bargain stock which should be bought for 
substantial profit, Also a copy of “MAKING MONEY IN 
STOCKS.” This does not obligate me in any way. 


Kindly PRINT name and address PLAINLY 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Please print each request on a separate 
sheet together with name and address. 


MARKET INDEX—This bulletin together with an analysis of 
an outstanding Common Stock, listed on the New York Stock 
Exchange representing one of the country’s leading indus- 
tries, and disclosing some very unusual facts not generally 
appreciated by the rank and file of investors, will be mailed 
free upon request. 


CHARTS AND ANALYSES—Which show 13 years of earnings 
trend and all other fundamentals at a glance. New copy- 
righted tables clarify the most complicated of corporate finan- 
cial structures. Covers from 10 to 250 stocks. Descriptive 
folder and specimen chart upon request. 


DOW THEORY COMMENT—Provides a sound appraisal of the 
market's trend—no tips. Subscribed to by many of the coun- 
try’s most experienced traders. A recent letter will be sent 
gratis. 


STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR 
—aAn interesting and informative booklet every small investor 
will wish to read. 


STATISTICAL ADVICE ON GRAIN FUTURES, COTTON, 
STOCKS AND BONDS—Thoroughly covered in the Bulletins 
issued by a middle western service. These bulletins should be 
of great interest to every grain trader, and the current issue 
will be sent upon request and without any obligation, 


TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 


HOW TO PROTECT YOUR CAPITAL AND ACCELERATE ITS 
GROW TH—Intelligently covers, from the technical viewpoint, 
the important questions when to buy and when to sell. 


BROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
informative folder. 


PARTIAL PAYMENT PLAN—An old established New York 
Stock Exchange House is issuing a booklet describing their 
lan and terms for purchasing securities on the monthly 
Eistaliment plan in odd lots or full lots. 


STOCK MARKET SCIENCE AND TECHNIQUE—A folder 
showing the style and scope of a method used in judging the 
stock market by its own action is of great value to traders 
and will be sent on request. 


A 96-PAGE BOOK—Published by a Boston financial advisory 
organization, gives you today’s different prospects for 40 differ- 
ent industries, as well as the cause for their present status. 


ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 


RADIO GUARANTEEING WORLD-WIDE RECEPTION—A set 
enabling you to receive broadcasts from Europe, the Orient, 
Australia in fact, most anywhere you choose, direct. Superb 
on domestic broadcasts, too. Costs no more than many less 
efficient models of ordinary receivers. Particulars will 
sent upon request. 


ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advan- 
ag for both the small and Iarge investor dealing in odd 


8 INCHES OFF WAISTLINE—Forms an interesting subject to 
men suffering from excess avoirdupois. How to find satis- 
factory relief is told by a reputable firm in the Middle West. 
Information will be sent free. 


AN INVESTMENT PROGRAM KEYED TO THE NRA—And 
kept in constant adjustment to the changing prospect—is the 
ideal of every investor. It is discussed interestingly in a 
ge distributed free by an investment advisory organ- 
zation, 


APPLYING THE DOW THEORY—This investors’ service has 
constantly applied the “Dow Theory” in its market forcecasts. 
Bulletins will be forwarded without cost or obligation in- 
Sore the current market outlook and past record of 

ulletins. 


SANTA FE WINTER TRIPS—If you are planning a winter 
vacation trip to California or Arizona, you will find much of 
interest in this booklet. 


STOCK MARKET PROFITS—Is the title of a 33-page brochure 


describing a -successful- approach -to technical stock market 
trading. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


1934 1933 
4 WEEKLY TRADE INDICATORS Jan.6 Dec.30 Jan.7 
*Crude Oil Production (bbls.)........ 2,165,950 2,139,850 1,777,450 
Electric Power Output (OOK.W.H.) 1,563,678 1,539,000 1,425,639 
Steel Output (% of capacity)....... ‘ 30.7% 29.3% 14% 
Automobile Production (U.8.A.)...: 20,307 13.896 25,479 
Commodity Price Index........... * 71.9 71.9 55.6 
1933 1932 
Dec.30 Dec. 23 Dec. 31 
{pack Clearings New York City..... : $2,854 $3,008 $2,633 
Bank Clearings Outside of N. Y.C... 1,500 Loar 1,465 
Total car loadings................. 450,622 527,067 405,301 
Bituminous Coal Production........ 1,289,000 1,197,000 1,175,000 
Financial World Index of Indus- 
trial Production............... 42.7 62.3 42.1 


*Daily Average. fAs of beginning of following week. tCram’s Re- 
port. §000,000 Omitted. {Journal of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 


1934 1933 
(000,000 omitted) Jan.3 Dec. 27 Jan. 4 
Deposits—New York City....... ah $6,354 $6,336 $6,760 
Deposits—Outside New York City... 9,661 9,694 9,304' 
ns on Securities—N.Y.C....... 1,744 1,722 1,584 
Loans on Sec.—Outside N. Y.C.... 1,876 1,906 2,167 
*Investment—New York City ..... ° 1,106 Eig 1,102 
*Investments—Outside N. Y.C...... 1,889 1,880 1,888 
Total loans and discounts........... 8,385 8,402 8,802 
Total commercial loans............. 4,765 4,774 5,051 
Total net demand deposits.......... 10,952 10,866 11,113 
Total time deposits................ 4,351 4,339 4,653 
Total brokers’ loans. .............- ‘837 801 394 
4 RESERVE SYSTEM 
Federal Reserve System gold ratio... . 59.9% 60.3% 59.5% 
New York Federal Reserve Bank ratio 57.0% 56.4% 57.5% 
Total Money in Circulation......... $5,791 $5,824 $5,670 
*Other than U. S. Govt. Securities. - 
4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1934 1933 
Par Jan.9 Jan. 10 
$4.86 24 England Copper (Ib.) $0.08 44 $0.05 
Can. Dollar Cotton .1095  .064 
3.92c France... Gold (0z.)...34.06  ...... 
5.26 Italy..... Iron (ton)...19.26 13.34 
13.90 Belgium*. Rubber (ib.). .0875 .0317 
23.82 Germany. Silver (0z.).. ..40% .25\% 
49.85 Japan....... Sugar (lb.)...  .043 0395 
1106 Brasilt...... §Wheat (bu.) 0.85 50% 


*Belga. tNominal. §May futures. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 


Week ended Same 


‘ December 23 week Change 

Eastern District 1933 1932 7 
Baltimore & Ohio... 39,625 37,402 + 6 
Chesapeake & Ohio............ re 23,902 24,806 -4 
Delaware & Hudson.............. 12,180 11,433 +7 
Delaware, Lackawannat& Western 13.761 12,754 + 8 
Norfolk & Western............... 7,201 17,874 -4 
New York, New Haven & Hartford. 20,853 19,375 +°8 
New York Central............... 79,813 77,333 + 3 
New York, Chicago & St. Louis... .. 11,031 10,122 +9 
Pere Marquette................ ° 8,065 8,544 — 6 

Western Maryland............... 7,826 6,0 +29 
Southern District 
Atlantic Coast Line............ oe 11,724 9,587 +22 
Louisville & Nashville........... eo 17,712 18,226 - 3 
Seaboard Air Line......... nase 9,880 8,248 +20 
Southern Ry. System............. 25,767 25,562 + 1 
Northwest District 
Chicago & Great Western...... see 4,143 3,932 + 5 
Chi., Milw., St. Paul & Pacific. ..., 5,278 5,128 + 3 
Chicago & North Western........ . 25,095 22,721 +10 
8,192 8,001 + 2 
8,915 9,160 - 3 
Central West District 
Atchison, Topeka & Santa Fe ...., 20,595 18,899 +9 
Chicago, Burlington & Quincy..... 19,166 16,885 +14 
Chicago, Rock Island & Pacific... ., 14,999 14,444 +4 
Chicago & Eastern Illinois... .... 4,361 4,265 + 2 
Denver & Rio Grande Western... .. 4,660 4,550 + 2 
Western Pacific.......... ais “ 2,479 1,946 +27 
Southwestern District 
Kansas City Southern. .... 2,579 2,313 +12 
Missouri-Kansas-Texas. . . 6,659 5,672 +17 
Missouri Pacific.......... 18.398 16,908 + 9 
St. Louis-San Francisco. - 9,643 8,759 +10 
St. Louis-Southwestern......... 3,004 2,700 +11 
6.504 5,368 +21 
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If you could step into 
"ius Our Private Office 


| iL you would realize why shrewd investors 
——| || save time and money by subscribing for 


INANCIAL WORLD 


ID it ever occur to you that a reader of THE 
FINANCIAL WORLD secures the essential boiled 
down financial news of each week as a result of our editors 
studying 114 original sources of dependable investment and 
business data? 
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T WOULD cost you several thousand dollars yearly to obtain these 114 services, publications, etc., if you 
tried to keep informed by direct contact with all of the original sources we use. 


Even though you were willing to spend a vast sum of money to get from original sources the material from 
which our editors obtain part of their data, you would need several hundred hours each week to wade through 
all this important matter. 


You cannot afford to be without THE FINANCIAL WORLD because of its ability to keep you very well 
informed along investment lines with only a few hours’ reading each week. Our well trained editors bring you 
the cream of the information you should not be without. In addition they interpret particularly important 
points that have a bearing on the value of securities you own or contemplate purchasing. 


When we say, therefore, that we can save you time as well as money by supplying you vital investment data 
in a readabie, interesting form, you can see that there is ample evidence to support our statement. 


If we were to charge you $100 per year you would still be much better off than if you had to do your own 
research work. We give you our opinion on any security so that you can benefit by an authoritative, impar- 
tial judgment. ‘The only reason we are able to supply our Threefold Investment Service for only $10 per 
year is because we have many thousands of subscribers, whereas the average investment service has only hun- 
dreds of them. 


As conditions warrant in 1934 we will analyze in THE FINANCIAL WORLD attractive stocks and bonds 


so that you may keep well informed about outstanding securities. 


Our editors write all security analyses and answer all inquiry letters from subscribers only after searching 
investigations and without bias of any kind. That is why many investors depend upon our service as the 
most reliable source of financial information they can find. It will be false economy to withhold your sub- 
scription when $10 right now for the offer below may save you many times that amount through keeping 
you well informed during the next 12 months of business progress. 


THIS ATTRACTIVE OFFER EXPIRES FEBRUARY 15th—ORDER NOW 


THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. ous 
Here is my check for $10.00 in full payment of the following special offer: 


(a) 52 weekly issues of The Financial World (Canadian and Foreign $2 extra) 


(b) 12 monthly editions of “Independent Appraisals of Listed Stocks”, a condensed manual of vital investment data 
and ratings on 1300 stocks. 


(c) Free privilege of writing for advice on securities several times each month by enclosing a stamped, self-ad- 
dressed envelope with each inquiry (each inquiry to be limited to a single security). 


(d) Reprints of at least six outstanding market studies from previous issues. (Some of these contain specific specu- 
lative and investment recommendations.) 


(Please Show This To Some Investor Friend) 


THD SCHWBINLER PRESS, N. ¥. 
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SKI JUM 


A MATCHLESS BLEND 


ANTON LEKANG, winner of 
over 40 titles and trophies, 
smokes Camels steadily— 
without a sign of jangled 


six lines, exactly 


of 
series ave someone 


in 
wickly. Givide eac line -nerves. He says: 
half. Now measure ny The average “The most important ele- 


as divides the lin ments in ski jumping are cor- 

eighth of an ine camelsmoker) famous rect timing and healthy 

Florence Burnham divi we nerves. In fact, they add up 
n nm 

within one-sixteenth of to the same thing because you 


cannot have correct timing 
without healthy nerves. I 
have been jumping at cham- 
pionship ski-runs for years. 


ANTON LEKANG — National Ski Jump 
Champion of the United States, 
1932. With over forty titles and 
trophies behind him, Anton Lekang, 
a Camel smoker for many years, 
says: “A day’s last Camel tastes 
just as good as the first one. They 
neverinterfere with healthy nerves.” 


NEVER GET ON YOUR NERVES..NEVER TIRE YOUR TASTE 


PER. 


Copyright, 1934, R. J. Reynolds Tobacco Company 


Steady Smokers 


turn to Camels 


And I have smoked Camels 
steadily for even longer. They 
are the only cigarette that I 
don’t get tired of. A day’s last 
Cameltastesjustas good asthe 
firstone. And Camelsneverin- 
terfere with healthy nerves.”’ 

Countless thousands are 
changing to Camels. And they 
are urging others to join them! 
Camels are milder. They have 
a rich, satisfying flavor. And 
they leave your nerves smooth 
and unruffled. 
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